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~ {is not uncommon in history for a single word to become 

the hallmark of an entire age, embracing all the most 

. complicated concepts not just of one nation, but of the 
entire world. Sputnik was one such word. It is pronounced in the 
same way in every language. it reflects a major landmark in 
human history -the conquest of outer space. 

Another Russian word— perestroika—has recently secured a 
place for itself in all dictionaries. The word has discarded its 
original, explicitly practical meaning to become a common 
human symbol. it represents the desire shared by all nations to 
reorganize relations between people in such a way as to make 
peace on Earth not just a sporadic phenomenon, nor a short 
breathing space after one war on the threshold of another, more 
destructive, maybe even apocalyptic one, but a lasting, stable 
condition for the development of all forms of life. 

Perestroika is complex and many-sided. As a concept, it 
embraces a wide variety of efforts in the domestic and foreign 
policies of the Soviet Union and other socialist countries. How- 
ever, although these efforts are being made by socialist coun- 
tries, the whole world understands that if they succeed, they may 
alter the future course of history. 

Perestroika is not a pragmatic process of trial and error; it is 
based on scientific theories of social development, and of socia- 
list evolution. The main problem with this is that socialism has 
not been around for long (in historical terms), and it developed 
under extraordinary circumstances, hence, it is difficult to say 
just what is really good—-or bad-—for socialism. There's nothing 
terrible or unusual in this, except that... 


4 


Except that in the socialist world, there are people who insist 
on canonizing the approaches to our way of life that were 
engendered by extraordinary circumstances. Latter-day Utopian 
socialists—I'd call them Katheder Socialists*—-aren’t far 
behind. These people, who live in an imaginary world, have 
turned the writings of Marx, Engels and Lenin into a kind of 
holy writ, and usurped, so to speak, exclusive interpretation 
rights. They pluck quotations from these works, and present 
them as universal recipes for socialist construction, demanding 
strict adherence to each word. However, they do not stop to 
consider the conditions and events which served as the back- 
ground for the original recommendations of Marx, Engels or 
Lenin; they do not check anything against real life or bother to 
contemplate the dialectics of the classical methodology in the 
construction of scientific socialism. This makes perestroika’s 
success dependent on a series of theoretical tests and re-checks: 
otherwise, our new structure will have rickety walls, sunken 
foundations and a leaking roof. It is therefore of the utmost 
importance to start our economic restructuring by clarifving any 
doubts and uncertainties; failing that, we shall certainly have to 
restructure the restructured, losing a great deal of time, money 
and even human lives. To avoid this, we must return to the 
relevant political and economic principles of socialism, and make 
sure that it is genuine Marxist principles, not Stalinist postu- 
lates, that we follow in the construction of the new society. 

This is why all the Party documents adopted in the times of 
perestroika constantly stress the need to take a fresh look at 
Marxism and the value and topicality of Lenin’s economic 
guidelines in the present-day context. 


* A branch of bourgeois socialism that dated to the 1860s. It 
first appeared in Germany, and claimed that socialism could be 
attained through reforms in a bourgeois state.—- Editor’s note. 


| PAA 
% ; ee Ae 
VM OOL IL AS 


A Periodic Table for 
Our Economy 


published over the last few years. Leafing through them, 

it is immediately noticeable that the more recent they are, 
the more space is given to economic subjects. There are 
reports on workers’ achievements, futuristic discoveries and 
bold inventions, and data on the rate of the country’s econ- 
omic growth. The economic heights attained by this country 
are so obvious that even the West does not contest them, 
recognizing the power of the Soviet economic and military 
potential. 

Yet Party resolutions over the past few years have 
repeatedly called for new ways of improving production 
efficiency and labour productivity. An analysis of the negative 
economic phenomena, and a systematic look at the facts 
reported in the press show that the negative features are the 
same in all sectors of the economy. They can briefly be 
summed up as follows: factors inhibiting progress in science 
and technology; uneven development of certain industries; 
poor quality; miscalculations in the distribution and specializ- 
ation of production facilities. 

A generalized list of the negative phenomena in the Soviet 
economy could well be structured as a periodic table not 
unlike the one put together for chemical elements by Dmitry 
Mendeleyev (1834-1907), the Russian scientist. The only dif- 
ference would be that the squares of the table would contain 
economic categories: quality, launch deadlines, cost- 
efficiency, etc. One wouldn’t be able to help noticing in the 
process that as far as our explanations of economic causes 
and effects are concerned, we are still somewhere in the pre- 


I have before me a collection of newspapers and magazines 
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Mendeleyev period: the separate elements are described in 
detail, with brilliance and conviction, yet the regularities 
governing their origin remain out of our reach. Whatever the 
case may be, the difficulties refuse to go away as production 
grows. They exert a serious influence on the overall results of 
our economic activity and depress growth rates. How can 
these negative phenomena be overcome? Economists and 
production managers have varying opinions on the subject. 
Which is to be relied upon for the fastest and longest-lasting 
success? 

The absolute majority of recommendations, taken sep- 
arately, are issued by experts who know their business inside 
out. Practical experience prompts them to make one decision 
or another; if implemented, these decisions could really im- 
prove the situation in the relevant sector. In such cases, the 
usual demands are to improve the wages system, to change 
the profit distribution procedure at enterprise or association 
level, to rectify the system of material and technical supply, to 
relocate certain production facilities and enterprises, to en- 
courage science and the scientific organization of labour, to 
invest more in one industry or another, etc. 

The strictest calculations confirm the feasibility of the 
recommended step, and the advantageous effect it will pro- 
duce. But strangely enough, after the step has been taken, the 
feedback is nothing like what was expected. 

So, what’s the problem? Why does a one-hundred-per-cent 
expedient measure fail to live up to expectations? Maybe the 
managers and specialists are not good enough? Whenever this 
question comes up, | always recall one and the same picture. 

I live in a modern residential district. Rushing for the 
trolley along with everybody else on the way to work in the 
morning, or to the supermarket after work to get food for 
that night or the next day, I naturally choose the shortest 
possible route between two points (home—trolley stop; 
home-—-supermarket, and so on). This is usually a straight 
line. 1 am no different in this respect from the others, who 
also cut corners along the track that we ourselves have 
beaten. 

There are wide asphalted pavements at our disposal, 
flanked with shrubbery. But only those who are never in a 
hurry can afford to use them. All kinds of appeals and 
recommendations ensue: ‘Keep off the grass: sowed!” But 
their psychological impact is negligible. The wording gets 
stronger: ‘Keep off the grass: trespassers will be fined!” 
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The situation isn’t as hopeless as it looks. By relocating 
the stall, the barber’s shop, the bus stop, it’s possible to make 
pedestrians opt for the same pavements that they shy away 
from like expensive Persian carpets at present. There is 
another way, which is cheaper: bearing in mind that it is 
human nature to take short cuts, asphalt the tracks which 
have been beaten. 

Some enterprises beat tracks away from the avenues of 
our economy, and these frequently lead to an entirely dif- 
ferent goal from the one they should have been aiming 
towards. Here and there, reports pile up: an enterprise has 
met the gross quota, but failed to produce the necessary 
range; a large enterprise has been built on the wrong site: 
production costs have turned out higher than expected... 
These are usually followed by recommendations on how to set 
things straight and avoid similar errors in the future. Steps are 
then taken, but new conditions engender new errors, since 
novelty is not taken into consideration. What, then, is the 
problem? 

It is often said that the root of the evil lies in the lack of 
responsibility and discipline on the part of economic execu- 
tives or the incompetence of planning officials, who are to 
blame for setting incorrect consumption norms for raw ma- 
terials or commodity prices, who did not supply the necessary 
materials for a construction project in some other place, and 
so on and so forth. Look at the barrage of reproaches that 
has fallen upon their heads in the Soviet press over the last 
few years! From this point of view, the main way to redeem 
the situation is to train and reprimand the present personnel 
or to select new, reliable people, who will give a new lease of 
life to the insolvent collective- or state-owned farm or the 
money-losing factory, imbuing the collective with a new desire 
to work, and showing the idlers their proper place. 

Such romantic notions about the workings of the 
economy have until recently been quite common. As far as 
some people are concerned, they still persist. Still, a growing 
number of economists—both theoretical and practical 
workers—realize that when one and the same mistake is made 
over and over again, the reason isn’t so much in the individual 
qualities of a manager or a specialist, as in the drawbacks of 
the economic system. Harmony cannot be attained here with 
random patching up; what is required is a series of measures 
to energize the whole system. 

What proposals are being made in this respect? All econ- 
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omists are unanimous that our national economy has to 
resort to, and consolidate, cost-accounting from top to 
bottom; to improve price formation and planning; to give 
greater rights to enterprises, and to provide them with greater 
possibilities for initiative; to consolidate centralized manage- 
ment and the unity of the natural and the value factors in the 
economy. Nobody would dispute the need for these measures; 
it’s just that there are many different proposals on how to 
solve these tasks, using various systems and economic levers. 


In fact, economists are now proposing three different 
systems (let us term them “non-commodity”, “commodity” 
and ‘‘value” systems for the time being), with each based on 
its own principle, different from either of the others. What is 
their essence? How do they differ? The answers can only be 
approached gradually, through intermediate links. One of 
them is the needs of the human being and society. 


Needs: Genuine and 
_ Imaginary — 


Paul Anthony Samuelson, the well-known American 
economist, writes in his book Economics: ““Even those ex- 
penses which people regard as absolutely vital do not, in fact, 
represent physiological necessity, and are by and large dic- 
tated by the conventions of social life.’ This approach ap- 
pears strange at first. A human being needs certain amounts 
of bread, meat, vegetables, clothes, a place to live, etc., in 
order to live and work normally. There are norms for the 
consumption of these goods, and a healthy, let alone a 
rational person, would hardly eat several kilogrammes of 
meat and butter every day, and would never agree to fill his or 
her home with wardrobes packed with dozens of suits that 
would quickly go out of fashion. Nor would the normal 
person seek to buy two or three TV sets, tape recorders, 
bicycles, and so on. Fortunately, it is in the nature of homo 
sapiens to adhere to reasonable limits of consumption, and 
this helps to perpetuate the species and improve the material 
and natural conditions of development. 
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The ultimate goal of socialist production is, of course, to 
satisfy the constantly growing needs. This, however, gives rise 
to the question: How accurately have we determined these 
needs? Do we know how to distinguish between real and 
imaginary needs? In this connection, I should like to give an 
example which strikes me as illustrative. 


I have made frequent visits to Estonia over the last few 
years. I recall that the republic never had any problems with 
milk, meat or butter; however, there were never enough eggs, 
and long queues, otherwise unusual for the place, would form 
whenever eggs were on sale. Two poultry farms were then 
built, raising the per capita egg production from 174 to 211. 
Suddenly, the Estonians were confronted with the opposite 
problem: What to do with all these eggs? Evidently, 21! eggs 
per capita is too much. But who is to say what exactly is too 
much or too little? Compared to the republic’s previous egg 
production, 211 is certainly much more. But according to 
scientific dietary recommendations, compiled at the Institute 
of Nutrition of the USSR Academy of Sciences, a person 
needs 280-292 eggs per year—-there’s still quite a way to go 
before the Estonians reach that mark. Then why were there 
problems with marketing? In other words, what are planners 
supposed to use as a yardstick to measure the volumes and 
proportions of various types of production? Which needs are 
to be considered real? It is plain that medical recommend- 
ations, which are, in a manner of speaking, technical, cannot 
solve the problem. This is illustrated by the situation men- 
tioned above. So, what is to be done? 


I put this question to Aleksandr Antonov, Head of the 
Department of Agriculture of Estonia’s Gosplan (Planning 
Agency). 

“This phenomenon really is worth thinking over,” he said. 
““We seem to have satisfied the market for eggs at today’s 
prices. The population is willing to pay from its budget the 
very sum that the stores are getting. If the situation changes— 
if restrictions on car sales are lifted, say—-then the consump- 
tion of certain products may fall, as people will want to save 
money for a car.” 

Everyone knows that we plan the production of consumer 
goods, means of production, and raw materials according to 
scientific consumption norms. Production planning is charac- 
terized by a lengthy gap between the stage of planning and the 
stages of production and marketing. For instance, the pro- 
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duction of fabrics is based on the consumption norm of 58 
metres per person; knitwear—9 pieces; leather footwear-—-3.4 
pairs, and so on. This standardized approach to the determi- 
nation of consumer needs gives rise to an oversimplified 
interpretation of economic problems and their causes. When 
there’s a shortage in shops or warehouses, we are told to 
wait; production is stil] below capacity, it cannot turn out 
goods in the volume of the established norms. When there’s 
a surplus, there is also a ready answer: the managers acted 
irresponsibly when they submitted orders for the product, or 
maybe it was the planners who miscalculated a consumption 
norm. It turns out that the norm is to blame, which ulti- 
mately boils down to the subjective qualities of individual 
people. 


Hence, every time there’s a major market glut somewhere, 
the recommendations go no further than to alter the existing 
norms, to adapt them to the changing conditions. Then, 
another turnaround takes place in some branch of the 
economy, and many norms have to be changed again. 
Examples abound. 


Several years ago, the press was full of reports about 
marketing difficulties with meat and butter. State buying 
agencies held up cattle purchases from collective- and state- 
owned farms, as well as from individuals. Stores refused to 
take some of the stock they had already ordered. The only 
way out was seen in extending the capacities of warehouses 
and refrigerator storage facilities. A short time afterwards, 
things changed. Excesses and gluts gave way to a deficit. 
Could meat production have gone down unexpectedly? No. 
Could production costs have changed, lowering prices and 
driving up demand? But everyone knows that when prices for 
meat do change, they go up, not down. 


As a matter of fact, this kind of thing happens in other 
sectors of the economy as well. There are several indices 
which show that in the production of means of production, 
we come across a factor that is related to the one observed in 
consumer industries. This is clear from a look at the growing 
indices of supplies exceeding the norm, the renewal of equip- 
ment and the utilized capacity of equipment. 

Remember how the representative of Estonia’s Gosplan 
corrected the medical norms of egg consumption and cited the 
need to account for the ‘‘weight of the consumer’s purse“, 
along with his will, his desire to spend its contents however he 
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liked? This very factor was all but ignored when plans were 
being compiled. 

“At present we do not take the consumer’s purse into 
account when planning production growth in a given sector,” 
says Aleksandr Antonov. “Recently, we recalculated what the 
Academy of Medical Sciences’ nutritional norms were costing 
us in real prices. We came up with this: the recommended 
3,011 calories per day (from the appropriate range of pro- 
ducts), which are required by the average human body, ‘cost’ 
1.12-1.55 roubles.” 

What does this mean? Only that a fluctuation in the price 
of potatoes, say, would trigger an immediate rise in the 
demand for cereals, whereas a change in the price of meat, or 
reduced sales, would affect the demand for fish, canned foods, 
and so on. In a word, each product is so closely intercon- 
nected with all other products that any fluctuation in one 
place inevitably reverberates in another, often totally un- 
expected one. Commodities cannot exist separately; they exist 
in an integral unity, a dynamic equilibrium, at the basis of 
which lies the “weight of the purse”. It cannot be said, of 
course, that the solvency of the population is totally dis- 
regarded during production planning. Naturally, this factor is 
considered, but only in a “global” sense. It isn’t real demand 
that is used to reach an equilibrium, but consumption norms 
for commodities and the funds for purchasing them. 
Therefore, the more concrete the address of the consumer, the 
less substantiated the uniform norm of consumption. 

It should be pointed out that the increasing rate of 
technological progress, along with the quick growth under its 
influence of social demands, also clashes with the standardiz- 
ation of determining needs. As long as the material capabi- 
lities of our society were limited, as long as the consumer only 
had an income sufficient to satisfy only the most elementary 
needs, and industry could not provide as great a variety of 
goods as it does today, planning agencies could relatively 
easily forecast alterations in the dynamics of population 
needs. But the situation is different now. Today, it is far more 
difficult to foresee how the consumer will behave when 
confronted with the choice between several makes of TV sets, 
photo- and cine-cameras, tape recorders, and so on, all the 
more so since all commodities seem to be renewed more and 
more rapidly. 

Doesn’t the establishment of long-term consumption 
norms slow down technological progress, if in the middle of 


13 


the term there appears a more progressive need, which is left 
“outside the law’’, and therefore unsatisfied? 

Needs are determined not only by levels of income or the 
price of a given commodity. Different social groups have 
different attitudes towards purchasing one and the same 
product, or paying for one and the same service. A social 
survey in the city of Cheliabinsk showed that among low- 
income groups (under 75 roubles per month per member of 
the family), home libraries were owned by 31.4 per cent of 
workers, 70.8 per cent of engineers and technicians (libraries 
of more than 300 books— by 3.9 and 21.3 per cent respect- 
ively). In the high-income category (above 75 roubles per 
month per member of the family), the figures were 41.9 per 
cent for workers and 85.5 per cent for engineers and tech- 
nicians (libraries of more than 300 books—7.7 and 39.4 
respectively). As we can see, the difference in education and in 
the content of labour results in a marked difference in the way 
personal incomes are spent. The cultural level determines the 
way people approach their diet and recreation. Sociologists 
from Cheliabinsk gathered data which showed that with the 
improvement of living standards, the better-educated groups 
showed the least tendency to save money for other goods at 
the expense of food. Thus, only 12 per cent of well-paid 
engineers and technicians were willing to cut food expenses in 
order to buy things, whereas the figure for comparably paid 
workers exceeded 33 per cent. The general conclusion made 
by the Cheliabinsk sociologists was that the desire and ability 
to save money for a planned purchase were greatly reduced as 
people became better educated. The proportions of people 
who stated that they were capable of saving money for 
purchasing costly things were as follows: in the low-income 
groups—22.7 per cent of workers and 15.3 per cent of 
engineers and technicians; in the high-income groups—25.9 
per cent of workers and 11.7 per cent of engineers and 
technicians. Better-educated groups were also the most reluct- 
ant to deny themselves recreational and cultural! pleasures in 
order to buy expensive things. The picture, based on the same 
survey, was as follows: among the low-income groups, 27.7 
per cent of workers and 22.6 per cent of engineers and 
technicians were willing to deny themselves rest and recre- 
ation; for the high-income groups, the figures were 22 and 
13.7 per cent respectively. In the former groups, 26.2 and 21.8 
per cent were willing to forgo cultural pleasures, and in the 
latter—24.1 and 12 per cent respectively. 
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As we can see, people’s needs and value orientations 
depend largely on the type of social, educational or cultural 
group they belong to. Social structures also quickly change 
under the influence of technological progress. Can a long- 
term consumption norm foresee all these changes in advance? 
Can it satisfy the demands of a constantly changing social 
structure? 

The national factor is equally important to the formation 
of needs. Unfortunately, I have no data on this for our 
country, but an interesting comparative study has been made 
of several European countries. Consumption stereotypes were 
investigated in 16 countries, and the data obtained showed 
that even with their relatively equal material opportunities, 
the consumption patterns of various population groups dif- 
fered, according to national traditions and character. The 
study showed, for instance, that British women use more 
cosmetic face powder than German and Italian women. The 
popularity of lipstick in Britain is second only to that in 
Sweden, where it is used by 75 per cent of women. Eleven per 
cent of British women go to the hairdresser’s at least once a 
week—more often than women in all the other European 
countries, with the exception of Spain. The British manual 
labourer spends a third of his income on food, while a French 
one spends 42 per cent. However, the Frenchman pays less for 
housing—-13 per cent of his income as opposed to the British 
worker’s 17 per cent. The French consume more fresh fruit 
and wine than the British do. The British are more econ- 
omical in this respect; they buy more canned vegetables, and 
cook soups from canned meat. The sociologists who con- 
ducted the survey put the question: What’s better: to eat more 
fresh fruit and live in a modest apartment, or to eat canned 
goods in a cottage-and-garden? Their answer: Hard to say! 

Why bring this up? Simply to return to the question posed 
earlier: Can an average consumption norm meet national 
consumption patterns, particularly in such a multinational 
country as the Soviet Union? 

Different groups of economists have different views on 
this question. Dr. Ya. Kronrod, for example, is categorical 
that the answer is: Yes! ‘“‘Under socialism,” he writes, “the 
proportions of labour distribution are established by society in 
advance (bold print is mine.—Auth.) on the basis of planned 
accounting, in accordance with requirements, which are de- 
termined by all the economic laws.” Proponents of this point 
of view propose to reduce the needs of all population and 
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enterprise groups to a common denominator. It would have 
been of interest to the reader to examine such proposals and 
discuss the various methods suggested in this respect had 
there not existed another opinion, which rejects the very basis 
of this approach, not to mention its feasibility under the 
present social conditions. 

It is not a question of whether or not it is possible to 
determine the needs of society in advance. Any plan is a 
determination of needs in advance. What is disputed is 
whether it is permissible to ignore quickly changing inform- 
ation coming in from the sphere of production and market- 
ing, and how to make use of such information in compiling 
plans. 

As any sports fan will tell you, impatient commentators 
love to predict the outcomes of football and hockey games. 
Computers are programmed with detailed information on 
players, records of wins and losses, physiological data on 
athletes, and so on. But experts say that for all these meticu- 
lous efforts, not one outcome of a tournament has yet been 
accurately predicted. The task, it would seem, couldn’t be 
simpler—there are usually only a few teams, a limited number 
of players, and a simplified network of “internal” and “‘ex- 
ternal” relationships. 

How can one talk, then, of accounting for the indi- 
vidualities of all sectors of the population, and of all enterp- 
rises, in the process of determining needs? The number of 
“players” is certainly higher here! Hence, in my opinion, it is 
impossible to try to identify needs as an average consumption 
norm. Naturally, my analogy cannot be used as an argument. 
The above-mentioned view that it is possible to determine the 
need for a product in advance, before it has even been 
produced or marketed, is based on well-known theoretical 
postulates. After all, the fact that Konstantin Tsiolkovsky, 
the Soviet scientist and engineer (1857-1935), could not build 
a rocket capable of reaching the stars in his day, did not 
necessarily mean that the task he had set himself was un- 
realistic. Could it be that we are dealing with a similar 
situation? 

What mechanism can be used to determine the needs of 
the working people? What principles should it be based upon? 
It is already clear that the system of needs is closely connected 
to the value mechanism: price, income, money, wages, the 
distribution of enterprises’ incomes and their role in the 
economy. For this reason, the task of satisfying people’s 
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demands brings us again and again to the problem of com- 
modity production under socialism, and the role of the value 
mechanism in determining social needs. After all, the pro- 
posals for the establishment and formation of social needs 
will differ, depending on whichever view is taken on the 
destiny of commodity production in our society. What do our 
economists think about this? 

To avoid misunderstanding, it should be made clear at this 
point: the particular attention paid here to the problem of value 
categories and commodity-money relations does not in any way 
detract from the significance of planned management under 
socialism. The differences in emphasis, which are certain to be 
noticed by the reader, are caused by obvious reasons. Let us 
for a moment imagine a spaceship travelling from the Earth 
to the Moon. The mission starts successfully, and the crew 
feels fine. Then, on the way back, a piece of equipment 
malfunctions, and even a successful landing cannot divert the 
centre of attention from the cause of the malfunction. Little 
will probably be said about the engines, which performed 
well; nor will the instruments which functioned normally get 
much mention. But the one piece of equipment, out of the 
endless list aboard the spacecraft, that broke down, is certain 
to merit a long and serious discussion, or, more accurately, a 
large amount of work, in order to make this piece of equip- 
ment reliable in the future. 

The planned method of economic management has proved 
its merits. Over a historically short period, it transformed 
what had been a devastated country into one with a well- 
developed economy, culture and science. And if today we 
speak about extending the role of commodity-money re- 
lations, it is not because planning methods have failed to live 
up to expectations. On the contrary, it is the high efficiency of 
planned development that makes us improve planning per se; 
but as we do so, we must attach more significance to value 
categories than before, since the economy has grown more 
complex, and planning now requires a greater quantity, and 
better quality, of information. 

This brings the subject of commodity-money relations into 
the larger discussion about how to improve the planning 
system, how to measure social needs, to find a mechanism 
that will influence the formation of those needs in the direction 
specified by the plans, and to establish methods for the rapid 
update of plans as new processes occur in production and 
society. In paying such great attention to the relations be- 
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tween commodities and money, we have to know at what 
point we started to underestimate them. 


What Columbus 
Discovered | 


What did Columbus discover? Neither he himself, nor his | 
shipmates, nor his contemporaries gave the matter much | 
thought. He sailed for India, he sought a seaway to that 
mysterious land, and, when some continent was indeed | 
reached after innumerable hardships, he considered his work | 
done. His contemporaries thought so too. A long time passed 
before it was realized that what Columbus had taken for 
India was in fact another continent. 

Something of the kind happened to scholars of socialist 
economics. 

The classics of Marxism-Leninism proved without a 
shadow of a doubt that capitalism must be followed by 
another social system, a system which would give man the 
opportunity to escape from the kingdom of necessity to the 
kingdom of freedom. “With the seizing of the means of 
production by society, production of commodities is done 
away with and, simultaneously, the mastery of the product | 
over the producer,” Engels wrote in Anti-Duhring.* | 

Capital, Anti-Duhring, The Poverty of Philosophy and a 
number of other works contain answers to many of the 
fundamental questions about the principles of the society that 
is to relieve capitalism. They include the law of time-saving, 
which replaces the law of value; the development of produc- 
tion orientated towards satisfying the working people’s needs, 
instead of profit—these needs are to be determined not by the 
minimum time required to satisfy them, but by the degree of 
their social importance; the planned organization of produc- 
tion, whereby all individual manpower is consciously ex- 
pended as a uniform social workforce; the direct accounting of 
labour in labour units and the disappearence of money. 


* Frederick Engels, Anti-Duhring, Foreign Languages Publishing House, 
Moscow, 1962, p. 388. 
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In order to get a more detailed picture of social manage- 
ment on the basis of these principles, let’s take a short trip. 
We'll go to the desert island which Defoe picked for his 
Robinson Crusoe, to observe the logic behind Crusoe’s econ- 
omic activity. 

For all the modesty of his needs, he still has to plough, 
sow, tend animals and build in order to survive. Therefore, he 
divides his working time strictly between all the tasks he has 
to perform, paying heed to the amount of labour to be 
expended in every case. Blessed with a clock, a record book, 
ink and pen, which have survived the shipwreck, Crusoe at 
once embarks on record-keeping. If his records show that a 
centner (100 kg) of meat takes twice as long to obtain by 
hunting than by feeding domesticated animals, he is sure to 
alter his work pattern. Crusoe makes careful notes of what he 
needs to produce, on the one hand, and what a particular 
product will cost him in terms of labour operations and 
working time, on the other. Despite the diversity of produc- 
tion functions, Crusoe realizes that they are all merely dif- 
ferent forms of expending a single labour reserve. 

Since Crusoe determines the range and volume of produc- 
tion himself, according to his needs and his potential to satisfy 
them, he has only two criteria to measure the expediency of 
activity: the value of the product and the labour expended to 
produce it. Therefore, his accounts are based on simple natural 
units: pieces, pounds and gallons, on the one hand, and 
working hours spent on a given activity, on the other. 

With reference to Crusoe’s life, Marx wrote in Capital: “‘Let 
us now picture to ourselves, by way of change, a community of 
free individuals, carrying on their work with the means of 
production in common, in which the labour-power of all the 
different individuals is consciously applied as the combined 
labour-power of the community. All the characteristics of 
Robinson’s labour are here repeated, but with this difference, 
that they are social, instead of individual.”’* 

At first glance, it may appear that Marx’s comparison gives a 
general description of the economic mechanism governing our 
social property. Indeed, isn’t that “community of free in- 
dividuals, carrying on their work with the means of production in 
common, in which the labour-power of all the different in- 
dividuals is consciously applied as the combined labour-power of 
the community,”** identical to our own society? 


* Karl Marx, Capital, Vol. I, Progress Publishers, Moscow, pp. 82-83. 
Ibid. 
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Economists who oppose commodity methods believe 
that the postulates of Marx and Engels concerning the 
disappearance of value, and consequently, of the law of 
value, under socialism, the elimination of the antagonism 
between consumer and exchange value, and the transform- 
ation of labour into unmediated social labour, are fully 
applicable to today’s conditions of production. According to 
them, where there is no private property, there can be no 
commodity production. Then it becomes possible to de- 
termine social needs directly, without the commodity-money 
mechanism. 


What the careful reader is bound to notice, however, ts | 


that here the fate of commodity-money relations—the indirect 
mediator of relations between people under slave-owning, 
feudalism and capitalism—is solved too easily; in fact, these 
relations are discontinued by purely pohtical means. Among 
the usual list of preconditions for a non-commodity economy 
there is no indication of the level of economic maturity that is 
essential for its existence. It’s as if the non-commodity 
economy existed outside of time and space, as an ideal of 
perfection, which humanity had only to comprehend in order 
to attain happiness. It could well have appeared one or two 
centuries ago in that case. 

Naturally, if the discourses of the proponents of non- 
commodity methods are extended to their logical conclusion, 
one immediately sees the weakness of their arguments; 
moreover, there are reasons to doubt their willingness to cite 
Marx, Engels and Lenin in unabridged form, since the found- 
ers of Marxism never believed that the only requirement for 
the triumph of scientific socialism was the conviction of the 
majority of people that the new order was better. They proved 
that certain economic preconditions are required for the 


institution of new economic principles besides the confis- | 


cation and nationalization of production means. A victorious 
proletarian revolution and popular rule were viewed by Marx, 
Engels and Lenin as the first precondition, one that opened 
favourable opportunities for setting up a commodity-free 
economic base for society. 

After nearly all industry, trade, transportation companies 
and banks had been nationalized in 1917, it appeared to many 
that the ship of our society had already reached the island 
Marx and Engels had written about. 

Under the new conditions, money appeared to be an 
entirely dispensable instrument of economic policy. Many 
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economists proposed to evaluate various types of production 
in units of labour value. 

Attempts to organize a direct transition to the communist 
principles of economic management played a positive role 
only insofar as they corresponded to the extraordinary con- 
ditions that our country found itself in at that time. 

Nevertheless, the analysis of the non-commodity mechan- 
ism, carried out by several scholars at that time, is of 
paramount interest to us. This particularly concerns 
L. Kritsman’s book, Heroic Period of the Great Revolution in 
Russia published in 1924. 

Kritsman wrote that the commodity economy was anar- 
chic. However, its opposite could be anarchic, too, albeit in a 
different way: “‘Anarchic commodity exchange gives way to 
anarchic product exchange... Economic disorder and econ- 
omic anarchy under commodity capitalism manifest themsel- 
ves as universal excess, and under proletarian naturalism——as 
universal shortage.” 

In his analysis of the reasons behind this state of affairs, 
Kritsman notes: “The anarchy of the earlier described pro- 
letarian naturalism was anarchy of supply. As opposed to 
capitalist (and petit bourgeois) enterprises, (state) economic 
bodies of the proletarian natural society did not concern 
themselves with prices..., yet when they supplied the product, 
they made inquiries about the purpose for which the product 
would be used, and whether the consumer needed as much as 
he had ordered; the question of supply was then decided 
according to the importance of the purpose cited by the 
consumer, while trying to keep the consumption level within 
the limits of the resources (reserves and expected output) of 
the product in question...” 

Attempts to overcome shortages in a number of branches, 
Kritsman reported, aggravated economic imbalances: 
“Shortages of given products resulted in their production 
being given ‘top-priority’ status, in particular, as regarded the 
distribution of resources. These lines of production grew as a 
result, while all the others, whose requirements were satisfied 
only after those of ‘top-priority’ production, were curtailed.” 
He noted that the effect of these factors was to stratify the 
economy into the legal economy and the shadow (commodity, 
commodity-capitalist) economy. Supply hold-ups caused 
interruptions of production, and then rushed work, with 
all its consequences. These problems, along with many 
Others, reduced efficiency, and led to the need for urgent 
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measures and ultimately the revision of major economic 
principles. 

The non-commodity concept of economic management 
had to be given up. However, different experts had different 
views on the reasons behind this. A number of them blamed 
the failure of direct transition to non-commodity principles 
primarily on agriculture, which at that time played a crucial 
role in the national economic arena, and which remained 
unsocialized. For this reason, non-commodity views on the 
socialist economy quickly regained their popularity after the 
collectivization of agriculture, and still persist to this day. 

In 1960, I. Malyshev published his Social Accounting of 
Labour and Price Under Socialism, which presented the most 
detailed theoretical and practical postulates of the non- 
commodity concept. In this work, Malyshev described social- 
ist production as directly social, and claimed, on these 
grounds, that the socialist commodity incorporated no con- 
tradiction between value and consumer value, i.e., between 
concrete and abstract labour. He thereby denied altogether 
the category of value as Marx understood it, under our 
conditions. If the category is to be used at all, according to 
Malyshev, it must be imbued with an entirely different 
meaning-—the norm of average expenses of socially necessary 
labour, which should be established by society, i.e., by plan- 
ning agencies. Along with other advocates of non-commodity 
economics, Malyshev denied the importance of the Marxist 
theory of labour value under socialism, and believed that the 
economy should follow Crusoe’s principles. With this in 
mind, he proposed his own system of planning, pricing and 
material incentives, which ignored the value category. 

It can, of course, be argued that the ideas in Malyshev’s 
book date back to 1960, and it is now 1989. A lot of water has 
gone under the bridge since then, and who knows, maybe 
non-commodity advocates have given up their beliefs. This is 
not the case, however. Very recently, there have been several 
publications which have developed and generally defended 
this concept. Take Mikhail Antonov, for instance. He writes: 
“True, the market economy is in many ways better than what 
we have today, yet it is extremely wasteful. And the stage that 
humanity has already passed through, proves it.” Where is 
the weakness of this argument? Why is it impossible to make 
the economic mechanism function properly along these prin- 
ciples? First of all, because for all its logic, the concept does 
not account for the reality of economic life, and overlooks, as 
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it were, several phenomena which cannot be ignored. But we 
will return to this later. 

The non-commodity approach to our economy loses track 
of the connection between specific drawbacks that appear in 
the economy. Their source is seen in subjective qualities of 
people, their level of training, and so on, instead of in the 
contradictions which are objectively characteristic of econ- 
omic processes, in the contradictions which propel any de- 
velopment. Indeed, since the contradiction between private 
and social labour has been eliminated, as the advocates of 
non-commodity economics believe, since there is no longer 
any antagonism between concrete and abstract labour, be- 
tween consumer value and value, the only source of possible 
problems must be in the sphere of people’s consciousness, 
which has nothing to do with the material, being entirely 
ideal. We won’t find the key to our periodic table here. 


Peter and Paul’s 
Problems 


There now seems to be an increasing number of econ- 
omists who oppose non-commodity views all along the line. 
They say that the Marxist theory of labour value, value and 
the law of value are still significant today. But let us not jump 
to the conclusion that their concept is entirely opposite to the 
one described above. Let us consider the main postulates of 
these advocates of commodity economics. 

Concerning the relationship between concrete and ab- 
stract labour, Dr.K.Ostrovitianov of the Academy of 
Sciences wrote: “Concrete and abstract labour under social- 
ism are the two sides of directly socialized labour.” This 
viewpoint is quite common among those economists who 
share the commodity approach towards the essence of social- 
ist production. This emphasizes the same quality of both types 
of labour, and denies the labour that creates socialist com- 
modities its dual nature. Commenting on this concept, 
G. Razdorsky wrote: “If concrete and abstract labour have 
one and the same nature, i.e., represent the two sides of direct 
social labour, then there is no place for commodity contradic- 
tions in socialist society, since their direct cause is elim- 
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inated... Furthermore, the category of abstract labour itsel 
disappears. Concrete labour becomes the only form of labour, 
simultaneously existing both as a particular form, and as 
expenditure of human energy; the latter does not take on a 
specific social form as value, since concrete labour involved 
directly in production itself acquires the form of universal 
labour. In this case, not only can there be no commodity 
contradictions, there can be no commodity relations either.” 
Prof. G. Kharahashyan agrees: “...It turns out that under 
socialism, concrete labour is not simultaneously abstract 
labour, the consumer value of the commodity is not the 
carrier of value, and the category of value, along with its 
substance- abstract labour—have grown obsolete and lost 
their significance. This means that the theory of labour value, 
as regards the socialist economy, has lost its significance.” | 

This is an interesting situation: for all the grand aims of 
the advocates of commodity economics, the result is the same 
as for the preceding group of economists, since they, too, 
recognize both the direct socialized nature of contemporary 
labour, and the elimination of contradiction between abstract 
and concrete labour in the commodity, i.e., between consumer 
value and value. 

What then do these “commodity economists” mean by 
“value”? “The main aspect of value, and consequently, the 
price,” writes Prof. M.Sokolov in his work on price for- 
mation, “is cost of manufacture... Cost isnt much smaller 
than the value in the quantitative sense under socialist con- 
ditions.”” Other prominent economists also interpret the value | 
category in a similar manner. | 

Value, as they see it, amounts to production costs plus an 
indeterminate profit volume. Provided that they consider 
concrete and abstract labour to be of the same quality, this 
view is totally justified, since if the above is true, then it is 
quite logical to measure the one and the other quantitavely. It 
is therefore only natural that they attempt to calculate and 
plan value under socialism, using specific techniques to attain 
this goal. It is supposed in the process that such calculations 
do not run counter to the Marxist theory of labour value, 
even though Marx himself repeatedly pointed to the futility of 
attempts to calculate value on the basis of costs (attempts to 
forecast value on the basis of market studies are another 
thing, but that is not the point in question). 

In their economic deliberations, the commodity advocates’ 
understanding of the term “value” as a category is strikingly 
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similar to that of the proponents of non-commodity econ- 
omics. This also concerns their interpretation of socially 
necessary labour, and socially necessary labour expenditures 
(SNLE). The latter are interpreted as relevant mean produc- 
tion costs. What is the difference from the cost standard used 
by the advocates of non-commodity methods? There is none, 
actually. Hence, the identical approach to price formation, via 
the addition of one or another profit sum to the average cost, 
hence the similarity of views on the role of the enterprise in 
the economic system, on the essence of money under socialism 
and on planning principles. 

Recognition of the direct social nature of labour, and 
rejection of the contradiction between concrete and abstract 
labour, shape the commodity economists’ approach to the 
wages system in socialist society. 

Representatives of this economic school believe that the 
economy requires a system which would break complex 
labour into elements, making it possible to estimate a unit of 
elementary labour. They propose to do this on a nationwide 
basis, paying tariff- and wage-rates for the fulfilment of 
approved norms. Essentially, this means that the value of 
labour would be calculated. How do they propose to appraise 
the unit of elementary labour? 

The point of view expressed by Prof. Ye. Manevich has 
been becoming increasingly widespread of late. He believes 
that the amount of wages paid to blue- and white-collar 
workers should be determined by the amount of money 
required to reproduce manpower, develop it on a constant 
basis and give the workers in socialist society a perpetually 
improving standard of living. “In order to provide for the 
reproduction of manpower,” he writes, “socialist society 
(within the limits imposed by the level of production forces 
and, consequently, available social resources) determines the 
so-called subsistence wage.” This is how it is proposed to 
determine the lowermost limit of the elementary labour wage. 
Just as the advocates of commodity economics recommend 
assigning prices on the basis of relevant production costs with 
the addition of a certain profit, depending on the level of 
current economic development, it is proposed to establish the 
value of manpower, too, by living costs, the minimum wage, 
to which certain amounts of money can be added, depending 
on the current economic situation, and the problems facing 
society. The size of the wage determined in this way cor- 
responds to the “‘value” of manpower to the same degree that 
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the prices for other commodities, calculated in accordance 
with production costs, relate to their values. 

Therefore, the increase of the wage level is not so muc 
connected with the improvement of productivity in variou 
spheres of the national economy and with production as 
whole, as with the sphere of consumption. It is easy t 
imagine a situation when one factory, or even an entire sector 
attains a sharp increase in labour productivity. Yet the basi 
wage of the workers employed at this factory or in this secto 
would not grow according to the proposed concept, since it i 
not their success that determines the wage level, but the living 
wage, which has been established by someone else in the past, 
and which can hardly be expected to change after improve- 
ments in a single sector of the national economy. This denies 
separate groups of workers the opportunity of raising their 
wage levels through their own efforts, on their own initiative. 
The source of wage growth is transferred from the sphere of 
production to the offices of planning agencies. Prof. 
Manevich notes: ‘““The wage level (minimum, average, max- 
imum) ultimately depends not on the concrete results attained 
by one group of workers or another (bold print is mine—_ 
Auth.), but on social labour productivity...’ There’s no 
denying the significance of social labour productivity, but 
such a solution of the problem of material incentive will 
hardly mobilize the working people to accelerate production 
growth. 

Here’s an example of how the scientific theory that rejects 
the dependence of the wage “‘on concrete results attained by 
one group of workers or another” works. A state farm 
manager from Western Siberia writes in Pravda: “‘The pro- 
ductivity at our livestock farm grows from year to year, and 
we have no choice but to lower the bonus rates that we pay 
for additional centners of meat, or for additional hundreds of 
eggs... Last year, we obtained 3,215 kg of milk from each cow, 
and paid 1.50 roubles for a centner. Now we are getting 4,362 
kg, but our milkmaids are being paid only 1.24 roubles. It’s 
ridiculous: our workers have no material incentive to raise 
productivity at the farms.” 

Similar examples could be cited for industrial enterprises, 
too. 

From the point of view of the theoretical postulates we ar 
discussing, things couldn’t be more logical: output went up a 
the Oktyabrsky Farm, and people started to make mor 
money, but the living wage—the country’s main wag 
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yardstick—was not affected as a result. Why should the basic 
wage change at the farm, then? The fact that it did go up for a 
time, when old standards were used to measure increasing 
labour productivity, only signifies (to the organization re- 
gulating wages) that planning workers made a mistake 
somewhere—they failed to see the latent reserves that the 
collective brought into the open. These planners therefore 
deserve a reprimand, and the collective of the farm praise for 
their conscientious stand, which made it possible to correct 
the rates paid for the fulfilment of the quota. 

This is how the desire to connect wages with “reimburse- 
ment of manpower costs” looks in real life. The main problem 
here, in my view, is the weak relationship between payment 
for labour and the size of the product created by that labour; 
labour is appraised not within the production sphere, but by 
external factors. This considerably reduces wage incentives. 

As for attempts to differentiate the wage from worker 
category to worker category on a scientific basis, the ad- 
vocates of the commodity concept quite sincerely admit: “On 
the whole, the problem of differentiating the minimum and 
maximum wage, under the conditions of a planned socialist 
economy, iS as yet unresolved.” It is impossible to disagree. 
But the important thing isn’t whether a solution has actually 
been found; it’s the direction in which the search for the 
solution is heading. The present system of wage differenti- 
ation also ignores the differences in the efficiency of workers’ 
labour expenditures in various professions. It proceeds from 
the premise that the labour contribution of a worker (and, 
consequently, the wage) depends not on the way he works, 
but on the rung of the career ladder he occupies and which 
operation (profitable or otherwise) he performs at a given 
moment. This is so chiefly because the division of complex 
labour into elementary labour is interpreted mechanically, 
rather like a simple arithmetical problem, where the price for 
any working time is pre-set, and it only remains to multiply it 
by an appropriate coefficient to calculate the wage of an 
experienced lathe operator, an architect, a doctor, and so on. 

The formation of the wage as the arithmetic mean sum of 
rates for various operations, breeds rivalry in the quest for 
“profitable” jobs within the collective, even though the final 
product cannot be manufactured without “unprofitable” 
Jobs. Hence, the practice of passing up the results achieved. 
Hence, also, the “piece-work” mentality, which creates the 
illusion that material welfare and the wage level depend only 
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on the individual’s attitude to labour. This problem wi 

probably never be solved if further improvement of the wag 

system centres on the reassessment of posts, and on th 

“values” of separate operations, i.e. on estimates of separat 

elements of concrete labour. Yet, this is the only way out if w 

are to stay with the theoretical platform that is characteristic 
of this particular school of economists. 

In analyzing the views of commodity advocates on wage 
problems, it is difficult not to notice their similarity to the views 
of non-commodity advocates. The commodity ideologues’ 
interpretation of the essence of commodity production isn’t 
new. The preservation of commodity production under con- 
ditions of direct social labour was described by John Gray of 
Britain in 1831. Proudhon made a great fuss about similar ideas 
16 years later. Marx showed the error in their views. Direct 
social labour, Marx said, suggests “‘a form of production that is 
entirely inconsistent with the production of commodities”.* 
Marx proved that the essence of money could never be 
explained from this angle. Unfortunately, latter-day advo- 
cates of compatibility between commodity production and 
directly social labour choose to turn a blind eye to this well- 
known Marxist thesis. They never even mention it; and yet, to 
substantiate a new view of things, it is first necessary to refute 
the old. 

The misrepresentation of value as production costs is not 
a new mistake, either. Suffice it to compare certain statements 
made by contemporary commodity economists (their most | 
typical arguments have already been cited here), with those 
made approximately a century ago. It is widely known that | 
Adam Smith came up with the conclusions that gave rise to 
the erroneous belief that the two categories, ‘human labour” 
and ‘“‘product of human labour’, are quantitatively identical. 
It was contended that wages for labour equalled the cost of 
the product created by that labour. This served as the basis of 
the conviction, which, by the way, underlies vulgar political 
economy, that commodity value is determined by the working 
time expended on the commodity, whereas the value of 
working time is, in turn, determined by the value of living 
expenses required for the upkeep of the worker during that 
time. As far as today’s society is concerned, commodity value 
is determined by the wage it contains, as Engels wrote in Anti 
Duhring. 


* Karl Marx, Capital, Vol. 1, Progress Publishers, Moscow, pp. 97-98. 
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There was, Marx wrote, “confusion between the determi- 
nation of the value of commodities by the quantity of labour 
contained in them, and the determination of their value by the 
quantity of living labour that they can buy, in other words, 
their determination by the value of labour.”’* 

Duhring, for one, believed that the value of any thing 
consisted of two parts: the labour it contained, for one thing, 
and an additional rate, charged “‘sword-in-hand’’, for an- 
other. Malthus considered profit to be a simple mutual 
overcharge to the price, a nominal! addition to production 
costs, which had no material content. Marx proved this 
theory to be totally erroneous. According to him, if a worker 
receives the real value of his labour, it means that when he 
gets 100 talers in wages, he adds a value of only 100 talers to 
advanced capital. In this case, the entire profit will consist 
only of the overcharge that the seller adds to the real value of 
the commodity. All sellers do this. In this way, the source of 
income disappears. Equation of the price of production costs 
and value leads political economy into a cul-de-sac. What in 
fact determines the price of production costs? The value of 
advanced capital plus profit. What determines profit? A 
casual addition to production costs. What, then, determines 
the value of advanced capital? According to Malthus, the 
value of labour advanced therein. And what determines the 
latter? The cost of commodities on which wages are spent. 
And the value of these commodities? Labour value plus 
profit. This leads into a vicious circle, which cannot be broken 
on the basis of such notions of value. If value is measured by 
the working time spent on the production of a certain type of 
commodity, i.e., production costs, profit then becomes a 
simple addition, a surplus “real” value, or, in vulgar terms, 
the difference between wholesale and retail prices. In the 
latter case, it is derived by plain cheating. This can, of course, 
exist, but only as the result of a swindle pulled off by a 
particular person. What vulgar political economy can never 
explain is how the net profit of a nation grows. How does the 
country get rich if a matter of one man’s loss is another man’s 
gain? ° 

Calculation of value on the basis of production costs with 
an added percentage of profit creates the illusion that pro- 
ducers give each other credits out of mutual good will. 

“What he thus gains as a seller of a commodity,” Marx 


* Karl Marx, Capital, Vol. IV, Progress Publishers, Moscow, p.76. 
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goes on, “he loses as a buyer of another, and it is absolutel 
impossible to discover what profit is to be made in realit 
from such a general nominal price increase. It is in particula 
difficult to understand how society as a whole can enrich itsel 
in this way, how a real surplus-value or surplus product ca 
thus arise. An absurd, stupid idea.’’* 

Indeed, if the cost price of my product is 10 roubles, and 
add 2 roubles of profit when establishing the selling price, 
pocket this extra charge as the seller. But when I turn t 
another seller for a fresh supply of raw materials, | must pa 
the same extra charge on his production costs, i.e., 12 rouble 
instead of 10. A game of give-away all along the line! 

The category of profit is easily understood from Marxist 
value definitions. In the process of labour, man creates a value 
which is greater than the value of his labour. This is what made 
Marx object to the definition of commodity value as labour 
value. This is why misunderstandings arise today when we deal 
with the “establishment of labour estimates”. This signifies that 
value appears not from exchange, but from production; it is 
not a casual addition, but payment for an additional (unpaid- 
for) amount of labour, substantiated in additional produce. 
The size of the newly created value, of the additional product, 
is determined not by the arbitrary extra charge, but by the 
exchange of products, which highlights the level of social 
necessity as society assesses labour. It may well turn out that 
vast labour expenditures will not only fail to make a profit, but 
will prove totally unnecessary; society will then refuse to 
recognize them as expedient, and will not pay for them. 

And yet, concepts which identified production costs with 
value had a wide following in their day, and this led to the 
introduction of ‘“‘constituted value” plans, that is, plan 
whereby prices were to be established legislatively on al 
commodities in advance, on the basis of: equal costs—equ 
prices. 

Proudhon was one of the proponents of this idea. Mar. 
used examples from everyday life to show the weaknesses o 
the theory of “constituted value’’. 

“Let us suppose,” Marx wrote, “Peter has twelve hours 
labour before him, and Paul only six. Peter will be able t 
make with Paul an exchange of only six for six. Peter wi 
consequently have six hours’ labour left over. What will he d 
with these six hours’ labour? 


* Karl Marx, Capital, Vol. IV, Progress Publishers, Moscow, p. 20. 
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“Either he will do nothing—in which case he will have 
worked six hours for nothing; or else he will remain idle for 
another six hours to get even; or else, as a last resource, he 
will give these six hours’ labour, which he has no use for, to 
Paul into the bargain. 

“What in the end will Peter have earned more than Paul? 
Some hours of labour? No! He will have gained only hours of 
jeisure; he will be forced to play the loafer for six hours. And 
in order that this new right to loaf might be not only relished 
but sought after in the new society, this society would have to 
find in idleness its highest bliss, and to look upon labour as a 
heavy shackle from which it must break free at all costs. And 
indeed, to return to our example, if only these hours of leisure 
that Peter has gained in excess of Paul were really a gain! Not 
in the least. Paul, beginning by working only six hours, 
attains by steady and regular work a result that Peter secures 
only by beginning with an excess of work. Everyone would 
want to be Paul, there will be a competition to occupy Paul’s 
position, a competition in idleness. 

‘Well, then! What has the exchange of equal quantities of 
labour brought us? Overproduction, depreciation, excess of 
labour followed by unemployment; in short, economic re- 
lations such as we see in present-day society, minus the 
competition of labour.”’* 

This was the perspective drawn up by Marx for those who 
tried to “constitute” value in real life. 

Proudhon and his followers tried to set.up a correct and 
regular exchange of commodities in accordance with their 
“value”, while remaining on “economic” ground. Rodbertus, 
another follower of the “constituted value” theory, had an 
even simpler solution. As a good Prussian, Engels points out, 
he appeals to the state for a decree to constitute value. “After 
the state has thus constituted value, it issues its labour paper 
money, and gives advances therefrom to the industrial capi- 
talists, with which the latter pay the wages of the workers, 
whereupon the workers buy the products with the labour 
Paper money they have received,” thus returning the paper 
money to the starting point. Since every receipt corresponds 
to a product of the appropriate value, and since no product is 
£iven out without an appropriate receipt from the consumer, 
the sum of the receipts, Rodbertus claims, should perpetually 
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be covered by the net value of the products. Universal order 
and prosperity follow. 

Engels was particularly sarcastic about this fantasy. ‘““And 
if we then ask what guarantee we have that necessary quantity 
and not more of each product will be produced that we shall 
not go hungry in regard to corn and meat while we are 
choked in beet sugar and drowned in potato spirit, that we 
shall not lack trousers to cover our nakedness while trouser 
buttons flood us in millions--Rodbertus triumphantly shows 
us his famous calculation, according to which the correct 
certificate has been handed out for every superfluous pound 
of sugar, for every unsold barrel of spirit, for every unusable 
trouser button, a calculation which ‘works out’ exactly, and 
according to which ‘all claims will be satisfied and the 
liquidation correctly brought about’. And anyone who does 
not believe this can apply to the governmental chief revenue 
office accountant, X, in Pomerania, who has supervised the 
calculation and found it correct, and who, as one who has 
never yet been found guilty of a mistake in his cash account, 
is thoroughly trustworthy.’”* 

Why this lengthy digression into the past? Because the 
orientation of contemporary price formation towards produc- 
tion costs plus a certain overcharge in the form of profit, the 
attempts to search for——and justify——value calculation for- 
mulas, not to mention the stubborn demands to institute, on 
the basis of equal production costs, equivalent exchange 
among various branches of the economy, resurrect ideas 
whose futility was proved more than a century ago. 

Today, as then, it is impossible to explain, from such 
points of view, the nature of value, or to determine its 
objective size. It is once again being presented as a surplus to 
the “genuine” commodity value. Where, and how, is it 
measured? Clearly not in production, since the extra charge is 
added to production costs by an organization which stands 
outside the sphere of production and circulation of com- 
modities (hence the debate about assigning profits to produc- 
tion costs). Practical economists feel this problem particularly 
acutely. 

When, for example, agricultural workers put a great deal 
of effort into producing meat, milk and other farm produce, 
and this produce either lost them money or made ridiculously 


* Karl Marx, The Poverty of Philosophy, Progress Publishers, Moscow, 
1973, pp. 15-16 (Preface to the First German Edition by F. Engels). 


32 


small profit, and then these same workers, without practically 
any effort or expense at all, planted sunflowers, which 
brought them over 700 per cent profit (calculated from 
production costs), they realized very clearly that labour and 
profit had very little connection between them. 


When production costs and value are equated, we in- 
evitably find ourselves in the same vicious circle that past 
proponents of this approach couldn’t break out of. What 
determines commodity prices today? Evidently, the value of 
advanced means and workers’ wages. But advanced means 
are really wages transformed into material means. What, 
then, determines wages? The value of commodities on which 
wages are spent. But this brings us back to the question we’ve 
asked already: What determines the value of these com- 
modities? The answer is, of course, as before: Wages and the 
expenditure of advanced capital... “If the exchange-value of a 
product equals the labour-time contained in the product,” 
Marx wrote, “then the exchange-value of a working day is 
equal to the product it yields...”* 


This still holds true today: as soon as value is equated with 
working time, this gives rise to the grave error of inadver- 
tently identifying the value of a working day with the value of 
the product created during this time. A dead end is reached: 
commodity value is explained by the value of (consumed) 
commodities. 


If we follow the approaches to value that have been 
developed by Malthus, Proudhon and Rodbertus, we find 
that the category of money is equally impossible to com- 
prehend. Their interpretation of money was bizzare and 
unreal. If value is equated with working time and production 
costs, this makes it unnecessary to select a commodity that 
would stand out from the totality of commodities as a 
universal yardstick. Since commodity value, in accordance 
with such views, is determined by the average working time 
required to produce each commodity, it may well seem that 
working time can easily be used as a unit of money. 

It is known that Proudhon tried to prove, as Gray before 
him, that gold and silver are money only as far as they reflect 
the working time expended on their production. If an ounce 
of gold embodies five hours of work, he reasoned, then every 


* Karl Marx, A Contribution to the Critique of Political Economy, 
Progress Publishers. Moscow, p. 62. 


21921 33 


commodity that requires a comparable amount of production 
time should be identical in value to the above quantity of 
gold. That was Proudhon. But today, we can still read in a 
texbook: “‘Under socialist conditions, all commodities are the 
product of direct socialized labour. For this reason, any (bold 


print is mine. —Auth.) commodity, whose value is not prone | 


to frequent fluctuations, could act as money (any metal, for 
instance).”” This, by the way, is an additional indication of the 
similarity between “commodity” and “‘non-commodity” ap- 
proaches to money. 

It should be mentioned at this point that the commodity 
economists’ idea of calculating the minimum living wage as a 
basis for establishing wages for all categories of workers (see 
above), are not so new as it may seem, either. The working 
time of a cart driver, and the working time of an architect, 
according to Duhring, are in themselves totally identical in 
economical terms. If this is so, Duhring continued, then under 
socialism, working time should be assessed in advance and on 
absolutely equal grounds: all working time should be con- 
sidered equal in value. (It was implied, of course, that in the 
quantitative sense, the architect’s labour should fetch a higher 
wage in order to preserve the principle of equal value, since it 
is imperative to take educational expenses, etc. into account). 
Duhring claimed that equal amounts of working time should 
be paid for on an equal basis. His approach alienated the 
assessment of labour from the product it created. Duhring 
thought that each worker produced equal values in equal 
periods of working time. Marx and Engels gave convincing 
proof of the error in his ways. 

Duhring’s attempts to saddle Marx with his opinion that 
the working time of one person had a greater pre-set value 
than that of another, was categorically rejected by Engels as 
being contrary to the main postulates of the Marxist theory of 
labour value. “If we take two workers,” Engels explained, 
“even in the same branch of industry, the value they produc 
in one hour of labour-time will always vary with the intensit 
of their labour and their skill—and not even an economi 
commune, at any rate not on our planet, can remedy thi 
evil—which, however, is only an evil to people like Duhring 
What, then, remains of the complete equality of value of an 
and every labour? Nothing but the purely braggart phra 
which has no other economic foundatidn than He 
Duhring’s incapacity to distinguish between the determi 
nation of value by labour and determination of value b 
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wages—nothing but ukase, the basic law of the new economic 
commune: Equal wages for equal labour-time!’’* This “‘level- 
ling socialism”, as Engels called Duhring’s ideal social system, 
has nothing at all in common with scientific socialism. 


In his appraisal of the historical significance of “‘con- 
stituted value” concepts, Marx had the following to say about 
their staunch supporter, Malthus: ‘““Thus Malthus, instead of 
advancing beyond Ricardo, seeks to drag political economy 
back to where it was before Ricardo, even to where it was 
before Adam Smith and the Physiocrats.’’** 


Marx also had a _ negative attitude towards the 
Proudhonist idea of using commodity-money relations under 
socialism without the objective contradictions inherent in 
them. ‘‘From this we may form an estimate,” Marx wrote, ‘“‘of 
the shrewdness of the petit-bourgeois socialism, which, while 
perpetuating the production of commodities, aims at abolish- 
ing the ‘antagonism’ between money and commodities, and 
consequently, since money exists only by virtue of this anta- 
gonism, at abolishing money itself. We might just as well try 
to retain Catholicism without the Pope.”*** Such evaluations 
can hardly escape our notice, particularly at a time when we 
are setting out to improve our system of economic 
management. 

As we can see, economists of both the schools we have 
discussed reject, directly or indirectly, the objective nature of 
contradictions in the socialist commodity, contradictions be- 
tween its value and consumer value. They see the main source 
of all economic problems in subjective traits of the human 
character. Hence the fight against negative phenomena in the 
development of the national economy, which they wage 
mainly through scientific and instructional work, the correc- 
tion of purely technical calculations, standards and so on. But 
is the idea that there are no contradictions in the socialist 
commodity so irrefutable? Is there no contradiction between 
value and consumer value, between private labour, the labour 
of a separate enterprise and social labour—between concrete 
and abstract labour? 


* Frederick Engels, Anti-Duhring, Foreign Languages Publishing House, 
Moscow, 1962, p. 277. 

** Karl Marx, Theories of Surplus-Value, Part II, Progress Publishers, 
Moscow, p. 16. 

*** Karl Marx, Capital, Vol. I, Progress Publishers, Moscow, pp. 90-91. 
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Are All Factors in Our 
Economics Material 
Factors? 


I have two daughters. When they were little, ] used to give — 


them money for ice cream, as parents do. Money in hand, 
they would race for the ice cream stand——and their final 
decision was usually entirely different from what we had 
planned: they chose to give up the brand of ice cream they 
liked best for cheaper stuff, in order to save money to go to 
the cinema. This is the way in which one of the more 
complicated problems of political economy, the problem of 
optimal choice, is solved at their level. The housewife in a 
grocery store is confronted with an immeasurably more 
difficult task, and yet she usually copes by buying a cheaper 
brand of butter instead of the best and most expensive one, 
and choosing relatively low-priced mutton instead of costly 
choice beef. And this is not simply because she doesn’t know 
which butter or meat is better, either. It is when consumers 
start to behave “‘illogically” that the economy starts to go 
haywire. Sometimes, they want to buy cheaper at the expense 
of quality, and at other times they seem willing to pay more 
Just to get a better product. 


We have already discussed the role of the purse and the 
many other factors that affect consumer tastes. However, it is 
not these factors in themselves that interest us at this point. 


Here we find ourselves at the main issue over which 
economists are sharply divided. In all these examples——a child 
buying ice cream, a housewife choosing groceries for the 
family table, a planning executive working on growth rates of 
some production branch-—we are not dealing with an error 
made by the standardization bureau, an unaccountable whim 
of a capricious official, or subjective mistakes made by 
individuals. Experts who have different views from the ones 
described above believe that the reason lies in the objective 
contradiction inherent in the socialist commodity-—in other 
words, value and the law of value, which have been rejected 
outright by non-commodity economists with the greatest of 
ease, and emasculated by proponents of commodity concepts. 
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Herein lies the cause of the disproportion and ruin of many 
plans. 

This conclusion has been made by a number of economic 
analysts in this country. M. Makarova, for one, wrote very 
assertively back in 1958: ‘“‘The perpetual shortage of com- 
modities (both consumer goods and production means) 
serves, to a degree, as a smokescreen for the contradiction 
inherent in the commodity. As production grows and the 
quantity of commodities climbs, this contradiction will be felt 
more and more acutely.” 

What does this mean from the standpoint of the basic 
theoretical provisions of political economy? It is clearly a 
recognition of the contradiction between abstract labour and 
concrete labour, between consumer value and_ value. 
Therefore, the roots of our economic problems should not be 
sought in the subjective sphere, i.e., in the domain of morals 
and criminal ethics, but in the economic sphere, in the un- 
willingness to recognize the intrinsic contradictions of the 
commodity under socialism. 

There’s no use in wasting time and paper on endorsing 
Makarova’s forecasts concerning the possible aggravation of 
commodity contradictions: they are there, for all to see. And 
yet, those economists who consider that we have a non- 
commodity economy found her conclusions incredible. 
Malyshev commented, with great feeling: ‘It’s really terrible! 
But fortunately, this statement is false. No matter what 
volumes of production are attained under socialism, products 
will be sold at prices established by the state, because a 
production plan is always accompanied by a marketing plan, 
based on solvent demand. True, some inconsistencies may 
crop up in the process of planning. However, this is the 
exception rather than the rule, and can be eliminated by 
making appropriate corrections to the plan, and by the 
overall improvement of planning. Discrepancies do occur, but 
they do not reflect the contradictions contained in the econ- 
omic nature of the commodity under socialism.” 

If we now return to our economic table fashioned after 
Mendeleyev’s periodic table, we shall see: one group of 
experts recognizes no other connection between the negative 
economic phenomena but the infiltration of the economic 
command structure by weak, underqualified people, and 
erroneous standardization (which is just about the same 
thing), while the other says that the negative phenomena in 
our national economy, for all their diversity, appear when 
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value as a scientific category is ignored, when the objective 
contradiction of the socialist commodity is overlooked. 

This results in the following situation: one camp claims 
that the socialist commodity has overcome the contradiction 
between concrete and abstract labour, that our labour is 
directly social; hence, social needs can be determined in 
advance, prior to the production and marketing stages. The 
other camp claims quite the opposite: that our labour is not 
directly social in the Marxist sense; that contradictions do 
exist between concrete and abstract labour, since these forms 
of labour are qualitatively different, and are therefore not 
directly commensurable. Hence one is led to the conclusion 
that our conditions preclude any direct assessment of social 
needs without market information, without controlling and 
correcting planning indices in the process of marketing. 

Who ts right? Until these theoretical problems are solved, 
it is impossible to determine the correct practical approach to 
such problems as price formation, the role and place of 
money in our economy, the status of the enterprise in the 
economic system, the form of material and technical supply, 
and so on. As we can see, the debate is far from purely 
academic. 

The actual facts say that value exists to this day. 

Yes, the original Marxist theorists did believe that under 
socialism, there would be no place for such categories of the 
commodity economy as money, price, credit or profit. But 
what did they really mean? 

Marx and Engels never limited the concept of ‘economic 
system” to the prevalent form of property. Citing the diverse, 
multi-faceted quality of production relations, they pointed 
out that state property provides only a possibility of neutra- 
lizing social antagonisms in the economic sphere, that the 
concentration of property in the hands of the state can yield 
different results in different social conditions, and have dif- 
ferent consequences. Property per se is a derivative, an entity 
governed by more important factors of social development, 
primarily the nature of human labour. 

As everyone knows, human labour is social labour. Yet 
this quality can manifest itself in different ways, depending on 
the situation. A pre-historic tribe, for instance, united people 
against enemy attack or the elements, or in search of food 
(you can’t kill a mammoth alone). In scientific terminology, 
labour under such conditions is directly social in nature. 
“Direct social production and direct distribution,” Engels 
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wrote, “preclude all exchange of commodities, therefore also 
the transformation of the products into commodities (at any 
rate within the community) and consequently also their trans- 
formation into values.”’* The direct social character of labour 
determines public ownership of production means. 

As the division of labour progresses, more and more 
commodities are produced for exchange, for sale. The social 
nature of labour does not manifest itself directly in this case, 
i.e., not during the exact moment a particular task is fulfilled, 
but in a mediated way, indirectly, when the manufactured 
product finds a buyer willing to pay the price. Here lies the 
constant danger of contradiction between social and in- 
dividual labour: when individual labour expenditures fail to 
coincide with those of society, there is a possibility that 
society will not accept them, either wholly or partially. 

As opposed to direct social labour, individual labour that 
contributes to the labour of society as a whole by way of the 
exchange mechanism (which also determines the social need 
for it) was termed “private labour” by Karl Marx. 

“As a general rule,” he wrote in Capital, “articles of utility 
become commodities, only because they are products of the 
labour of private individuals or groups of individuals who 
carry on their work independently of each other. The sum 
total of the labour of all these private individuals forms the 
aggregate labour of society. Since the producers do not come 
into social contact with each other until they exchange their 
products, the specific social character of each producer’s 
labour does not show itself except in the act of exchange. In 
other words, the labour of the individual asserts itself as a 
part of the labour of society, only by means of the relations 
which the act of exchange establishes directly between the 
products, and indirectly, through them, between the 
producers.’’** 

This important thesis explains why commodity production 
appeared and why it exists to this day. The reason, as we can 
see, 18 that the relatively underdeveloped production forces 
alienate producers from each other. They are not united by a 
technological process, and so lead a sufficiently autonomous 
existence; it was such isolation, resulting from the private 
nature of labour, that spawned commodity-money relations 
as a form of bond between producers. 


* Frederick Engels, Anti-Duhring, Foreign Languages Publishing House, 
Moscow, 1962, pp. 423-424. 
** Karl Marx, Capital, Vol. I, Progress Publishers, Moscow, pp. 77-78. 


The private nature of labour, in turn, bred private pro- 
perty. In other words, to say that private property spawned 
commodity production, value and the law of value, is to 
confuse cause and effect. This was the mistake Duhring made. 
It inevitably led him to the conclusion that property orig- 
inated in violence. Engels’ critique of these views is well 
known, which makes it all the more surprising to see this 
mistake repeated when the reasons behind commodity pro- 
duction are explained nowadays. 

Commodity production based on private labour and pri- 
vate property is affected, from the very first, by both a 
centrifugal force, which deepens the isolation of producers, 
and the opposite—centripetal—force, which promotes the 
socialization of production. 

The development of production forces increasingly height- 
ens the interdependence of various production units, and even 
entire branches of production. It is one thing when individual 
weavers unite in a manufactory, and another when this 
manufactory serves as the basis for a modern textile enterpr- 
ise, which is incorporated into a network of similar enterpr- 
ises. In other words, there exist varying levels of economic 
socialization, which are conditioned by the current level 
attained by production forces. The apex will be reached when 
all separate enterprises, or, more accurately, all separate 
corporations of enterprises, are organically united in a single 
mechanism, where each type of production is related to all 
others in the natural way that shops in a factory, or teams at 
collective or state farms are related today. Then, there will no 
longer be any need for commodity-money relations, which 
link separate production spheres, and this will solve the 
problem of enterprises’ isolation. 

Consequently, the process of the socialization of production 
is first and foremost an economic process, and only through its 
successful conclusion at a very high level of development of 
production forces can private labour, the isolation of pro- 
ducers, and thereby their result, commodity production, be 
entirely eliminated. Until then, however, the socialization of 
production will proceed in phases, with cooperative property, 
joint-stock and state-owned enterprises coexisting in a 
number of economic branches. The social nature of labour in 
such corporations thereby denies private property. 

Yet, within the framework of society as a whole, at the 
interface, so to speak, of monopolies, trusts and smaller 
corporations, labour continues to have a private character, 
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making commodity-money relations necessary for regulating 
the relations between the giants. How can the process of 
socialization, which opens the way towards non-commodity 
economic forms, be accelerated? Maybe the simple confis- 
cation and nationalization of private property in the course of 
a proletarian revolution is enough? The founders of Marxism 
had the following to say on the subject: 

‘““No, such a thing would be just as impossible as at one 
stroke to increase the existing productive forces to the degree 
necessary for instituting community of property. Hence, the 
proletarian revolution, which in all probability is impending, 
will transform existing society only gradually, and be able to 
abolish private property only when the necessary quantity of 
the means of production has been created.”’* 

The founders of Marxism then said that after the pro- 
letariat assumed power, it should use it to organize labour 
“on national estates, in national factories and workshops 
thereby putting an end to competition among the workers 
themselves and compelling the factory owners, as long as they 
still exist, to pay the same increased wages as the State.’’** 
They also spoke of “‘centralization of the credit and banking 
system in the hands of the State by means of a national bank 
with state capital and the suppression of all private banks and 
bankers.” *** 

This shows that the classic Marxist philosophers did not 
regard the seizure of power by the proletariat as tantamount 
to the elimination of commodity production. Quite the op- 
posite, they foresaw the intermediate stage, where socialist, 
state, social property would compete with private property, 
from which social property would emerge victorious owing to 
its economic advantages. The policy they described was 
similar in essence to NEP (Lenin’s New Economic Policy of 
1921.—Editor’s note). 

Proposing to nationalize the branches of production that 
were economically ripe for socialization, they pointed out that 
it would be dangerous to confuse legal and economic sociali- 
zation, since such a mistake could have dire consequences. 
Engels wrote in Anti-Duhring that at a certain stage of 
production development, the state would have to take over 
certain spheres of production, notably the mail service, the 

* Karl Marx and Frederick Engels, Coll. Works, Lawrence and Wishart, 
London, 1976, Vol.6, p.350. 

** Ibid., p.350 

*** Ibid., p.351. 
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telegraph, the railroads, etc. “I say ‘have to’,” Engels em 
phasized, “for only when the means of production and 
distribution have actually outgrown the form of managemen 
by joint-stock companies, and when, therefore, the takin 
them over by the state has become economically inevitable, 
and then—even if it is the state of today that effects this—is 
there an economic advance, the attainment of another step 
preliminary to the taking over of all productive forces by 
society itself. But of late, since Bismarck went in for state- 
ownership of industrial establishments, a kind of spurious 
socialism has arisen, degenerating, now and again, into some- 
thing of flunkeyism, that without more ado declares alll state 
ownership, even of the Bismarckian sort, to be socialistic. 
Certainly if the taking over by the state of the tobacco 
industry is socialistic, then Napoleon and Metternich must be 
numbered among the founders of socialism. If the Belgian 
state, for quite ordinary political and financial reasons, itself 
constructed its chief railway lines; if Bismarck, not under any 
economic compulsion, took over for the state the chief 
Prussian lines, simply to be better able to have them in hand 
in case of war, to bring up the railway employees as voting 
cattle for the government, and especially to create for himself 
a new source of income independent of parliamentary votes — 
this was, in no sense, a socialistic measure, directly or in- 
directly, consciously or unconsciously. Otherwise the Royal 
Maritime Company, the Royal porcelain manufacture, and 
even the regimental tailor of the army would also be socialis- 
tic institutions.”’* 

Lenin also brought up the difference between economic 
socialization and legal socialization (nationalization) soon 
after the revolution in his debate with “left-wing Commu- 
nists”, who were out to solve all economic problems through 
nationalization and confiscation. The chief task, Lenin said, 
was “socializing production in practice’’** in order “to pass 
from nationalization and _ confiscation to — sociali- 
zation”’.*** 

Marxism distinguishes between two types of sociali- 
zation—economic and legal—and registers various levels of 
economic socialization in various spheres of production: while 
this level is advanced in some areas (mail service, telegraph, 


* Frederick Engels, Anti-Duhring, Foreign Languages Publishing House, 
Moscow, 1962, pp. 380-381. 

** V_T. Lenin, Coll. Works, Vol. 27, p. 241. 
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railroads), it still remains low in others, both in absolute and 
relative terms. 

This is why Engels spoke plainly about the necessity of 
using value as a lever to accelerate the economic socialization 
of production after the proletarian revolution as well, in his 
Principles of Communism. Violence was powerless here. even 
though it was necessary to overcome the resistance of the 
bourgeoisie. In the same work, Engels mentioned the ‘‘confis- 
cation of the property of all the emigrants and rebels against 
the majority of the people.’’* 

The October Revolution created specific conditions in this 
country which led to the nationalization and confiscation of 
nearly all means of production. Nationalization swept both 
the branches that had been prepared for it by the process of 
socialization, and the enterprises whose owners had either 
abandoned them or found themselves among the “rebels 
against the majority of people’. It goes without saying that 
this measure was totally justified: the fate of the revolution 
hung in the balance. This socialization, however, had nothing 
to do with what Marx, Engels and Lenin had in mind when 
they said that total socialization would signal the end of 
commodity production. This subtlety escaped the economists 
who tried to implement the concept of non-commodity pro- 
duction immediately after the revolution. 

Lenin, on the other hand, saw this difference, and ex- 
plained it to Party members from the very first days of the 
revolution. He insisted that commodity-money relations had 
to be used 1n socialist construction. And life proved him right. 
In 1921, the 10th Party Congress adopted the New Economic 
Policy, which relied heavily on commodity-money relations. 
The policy correctly accounted for the diverse nature of 
labour in the society of that time, and the level of economic 
socialization. 

Hence, the development of commodity-money relations 
has never been contrary to Marxism, as some people in the 
West and also in this country would have us believe; as a 
matter of fact, it is totally in keeping with the logic of Marxist 
teachings. Karl Marx’s theory of labour value and Capital can 
and must be used when management principles are elaborated 
in an advanced socialist economy. In the practical sense, this 
Means greater rights for enterprises and __ their 


* Karl Marx and Frederick Engels, Coll. Works, Lawrence and Wishart, 
London, 1976, Vol. VI, p. 350. 


associations, rights that correspond to their current level of 
socio-economic independence. One of the fundamental steps 
here would be to give up funding in favour of wholesale trade 
in production means and raw materials. It is also high time to 
formulate prices not on the basis of production costs, but 
with reference to the supply and demand registered by Soviet 
trade. In addition, the wage system will have to be re- 
orientated towards the real results attained by an enterprise in 
marketing. Naturally, the role and place of money in the 
socialist economic system is also seen in a different light by 
value advocates. 


The Die Is Cast 


We have already chosen the path along which the manage- 
ment system is to develop. The need for wholesale trade has 
been repeatedly stressed in Party resolutions; the 1988 law on 
enterprises, and the recent law on cooperatives grant con- 
siderable rights to enterprises and production associations. 
Attention is also being paid to improving the wage system 
and rejecting the system under which enterprises were told 
how much money they could allocate to their wage fund. 
Perestroika has also touched upon the issue of a balanced 
market and a stronger, and eventually convertible, rouble. 
The refinement of the gold equivalent and the use of 
genuinely scientific principles in price assignation, which 
should balance the economy, are closely connected to whole- 
sale trade. If the economy remains unbalanced, we will have 
to put our names on waiting lists not only for furniture, cars 
and so on (as we do today), but also for excavators, conveyor 
belts, etc. In this case, the product would go to the one at the 
top of the list--and not necessarily to the one -with the 
greatest need. It isn’t so much the correctness of our path that ) 
we need to prove; theoretical postulates and practical steps to 
attain our goals are now taking priority. 

All this indicates that the system by which social necessit. 
is appraised calls for considerable improvement. Value cate 
gories must play an independent role here, instead of merel 
being used as an accounting tool. It is impossible to make 
direct appraisal of social needs, without information o 
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production and marketing. It is the market that has the last 
word on the need for any particular commodity or service; in 
this, the market is rather like practice, which tests the truth of 
science. 

Does this mean that social needs can only be formed on 
the market, only spontaneously, behind the producers’ backs? 
Not in the least! The record, particularly since the scientific 
and technological revolution, has provided too many striking 
illustrations of the fact that chaos Is at least as dangerous here 
as the administrative regulation of needs. Just look at what 
technological progress has brought us. Polluted air in large 
cities; poisoned waters and fish; the crafty saddling of con- 
sumers with things they do not really need, coupled with an 
unwillingness to produce the things they do; the sad plight of 
public transportation in large cities, beleaguered by the rap- 
idly growing private transport... The list is endless. Social 
deformations all point to one thing: society cannot afford to 
ignore how human needs are formed, it cannot look on 
impartially when nature is sacrificed for the sake of a couple 
of extra shirts in the wardrobe, or when the human soul is 
robbed of eternal values in the mad race for material things. 

Speaking about the role of the commodity-money mech- 
anism in determining and forming needs, we must always bear 
in mind that planning—the cornerstone of the socialist 
economy-—is equally important here. 

It must be said that we have managed to combine plan- 
ning and the market in the past—and rather happily at that— 
during NEP. However, it is only recently, in the course of 
perestroika, that we have remembered about it. 


Two Great Experiments 


categories as planning and the law of value, whose 

significance for socialism is widely recognized, are at 
times interpreted in very surprising ways, depending on how 
these terms are understood. 

We must not let the phraseological similarity mask their 
principal differences. Essentially, they boil down to the fol- 
lowing: in one case the law of value is mainly interpreted as 
the need to use money for account-keeping in social produc- 
tion, whose development and structure is entirely controlled 
by planning directives. Unfortunately, this approach leaves 
no leeway to account for objective forces. 

The other interpretation of value leads logically to the 
recognition of the market, with its objective economic pro- 
cesses, the comprehension and mastering of which is the task 
of the planning agencies. The term ‘‘market”’ is to be under- 
stood here as a complex combination of factors which in- 
fluence the marketing of the social product and its com- 
ponents. Which approach is closer to the truth? The right 
answer to this question could determine many things, pri- 
marily an essentially different view of the role and the 
meaning of such ultra-important economic categories as plan- 
ning, pricing, profit, etc. 

Debates about the effects of value under socialism can go 
on forever, particularly since it is next to impossible to verify 
what one expert or another has to propose on the subject. 
Experiments in political economy are different from those in 
chemistry, physics or biology. It is impossible to make do here 
with a single lab, factory or even company. Experiments in 
political economy encompass the entire nation, taking mil- 
lions of working people as subjects. However, things are made 


I n the previous chapter I did my best to show how such 


47 


somewhat easier by the fact that both concepts have been 
around for a while: they have their own histories and have 
been tested to a certain extent by life itself. 

The Soviet Union accumulated a wealth of varied ex- 
perience in economic construction after 1917. Before launch- 
ing into hypothetical arguments, let us cast a retrospective 
glance at the way the law of value was implemented in 
economic construction. In which forms was it able to func- 
tion? Alas, many of today’s economists will more readily tell 
you about the principles of economic construction in feudal 
times, or even earlier, than about the theory and practical. 
implementation of the law of value after 1917. But it is not 
only significant from the historical point of view. We are 
particularly interested in the practicalities: how does a social- 
ist economy respond to various different economic methods? 
Rather like the chemist who compares several experiments to 
find the best result, we should like--from an economic point 
of view—-to compare the various principles of economic 
development used in the past. 


The law of value is arguably the least fortunate of all the 
objective rules that govern the world and are comprehended 
by man. Said Marx: ‘‘The value-form, whose fully developed 
shape is the money-form, is very elementary and simple. 
Nevertheless, the human mind has for more than 2,000 years 
sought in vain to get to the bottom of it...”* 

Yes, even after two millennia we keep receiving evidence 
to show that we know little about its effects in a perpetually 
changing environment, and consequently, find little use for it 
when it comes to accelerating economic development. 

The main requirement of the law of value is that produc- 
tion and exchange of commodities should be based on socially 
necessary expenditures of labour. It is the market that de- 
termines which of these expenditures are necessary, by balanc- 
ing demand and supply with spontaneous accounting. Hence 
money—a form of accounting for individual and social ex- 
penditures of labour; hence the use of market mechanisms— 
price, production cost, profit, credit, etc. All these categories 
are historically linked to the darkest sides of human existence. 
Money is a cause célébre of enmity and envy. Where money 
goes, robbery, thieving and murder are sure to follow. The 
stampede for profit sweeps aside both moral and legal norms; 


* Karl Marx, Capital, Vol. |, Progress Publishers, Moscow, p. 19. 
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in a class society, it has always been wealth, not spiritual 
qualities, that has determined one’s place in society. 
Capitalism, with its unpredictable market forces, crises, wars 
and unemployment, has elevated money to unprecedented 
heights. The terrible effects of what we here call ‘value 
categories” have been illustrated by the titans of world 
literature: Shakespeare’s Shylock, Balzac’s Gobsec, Gogol’s 
Pliushkin, the dwellers of Gorky’s “depths”... 

In fact, life and literature have provided us with enough 
examples to give the impression that if money were elim- 
inated, all the evils that accompany it would also disappear, 
and humanity’s age-old dream of happiness, freedom, 
equality and brotherhood would finally come true. Many 
people come to think like that, in spite of themselves, having 
witnessed the terrible effects of money. Many works of fiction 
promulgate similar ideas. There were even a number of 
revolutionaries who believed, on the eve of the October 
Revolution in 1917, that the socialist revolution would do 
away with money and all related categories overnight—or at 
least limit the role of money to accounting. Many political 
economists of the time voiced their conviction that the social- 
ist revolution would immediately free humanity from ar- 
bitrary forces, enabling people to take the first step from the 
realm of necessity into that of liberty. Liberty was not 
understood as a recognized necessity, but as an opportunity 
to build a new society in tune with individual inclinations and 
ideas of social justice. 

There’s nothing strange about this, since at that time any 
proposals remained purely theoretical. However, Marxism 
always considered practice to be the criterion of truth. Then 
came the October Revolution, which created an extraordinary 
situation, putting the theories of several socialists to the test, 
at times even against their will. I’m speaking about the so- 
called period of War Communism. 

It is only right that the heroic armed struggle of those days 
should have become the subject of many outstanding books 
and memoirs; however, the methods of socialist construction 
applied in those years were almost totally ignored. True, 
neither Dneproges nor Magnitogorsk (the first Soviet 
hydroelectric-power station and iron-and-steel plant, which 
came to symbolize industrialization in the Soviet Union— 
Editor’s note) were built during that time, nor, in fact, was 
any project of any significance; but there should have been 
greater interest shown towards this period, since a number of 
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theories and practical methods of socialist economic manage- 
ment were put to the test, and the conclusions drawn from 
such experiments are obviously very valuable. By the time of 
War Communism, most enterprises had been nationalized. 

The market, and all the value categories that accompany it, 
was eliminated from the economic scene, thus providing the 
basis for all forms of economic development at that time. 
Separate producers formed connections through the direct 
distribution of social products. Distribution among the popu- 
lation was organized on a coupon system. The best account of 
the new planning system was given by Gleb Krzhizhanovsky 
(1872-1959), who was then the chairman of Gosplan. In his 
Economic Problems in the RSFSR and the Work of the State 
General Planning Committee (Gosplan), published in 1921, he 
wrote that production plans were mainly based on the pro- 
duction capacities of both entire branches of industry and 
separate enterprises. The Supreme Economic Council studied 
factories whose technical capabilities and productivity his- 
tories were known. Since the demand for the product in 
question was almost always unlimited, the factories were 
assigned production quotas, taking hardly any account of 
major production factors (raw materials, fuel, manpower). 
When plans were elaborated, Krzhizhanovsky commented, it 
was tacitly implied that the state power was a kind of miracle 
force, capable of satisfying the country’s needs, no matter 
how great they might be. Artificial gaps in the frameworks of 
assorted industries, the separation of suppliers from pro- 
ducers, and a small army of control agencies all lent an air of 
recklessness to production programmes, which had doubtless 
been compiled with noble intentions, but were clearly left 
hanging from the standpoint of economic feasibility. 
Krzhizhanovsky reported that the compilation of so-called 
“production programmes” had been limited to a summari- 
zation of production capacities and their pro forma coordi- 
nation with major resources. The drive to attain maximum 
output, ignoring the cost and failing to economize on scant 
resources, resulted in the launching of an unproportionately 
large number of enterprises, the dissipation of production, 
and deplorably uneconomical factories and plants. 

These were the plagues which infested the economy be- 
cause of the elimination of the market. It should be men- 
tioned before we go on that the problems encountered then 
were similar to those faced in planning today. And similar 
effects have similar causes. 
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In the early years of economic construction, when the 
market system did not function at all, production was artifi- 
cially isolated from its framework, which would normally 
have ended with the market. The only thing that enterprises 
cared about was meeting the quotas set from above by the 
relevant trusts. Factories and plants remained indifferent to 
marketing, since products were not sold: they were placed 
under the authority of the appropriate section of the state 
apparatus encharged with “‘pushing them on’, distributing 
them as it saw fit among the enterprises that needed them. 

All fuel, for instance, was placed under the control of the 
Head Fuel Committee (Glavtop), which set monthly distri- 
bution quotas for separate consumer groups in accordance 
with production plans. These quotas were approved by the 
Supreme Economic Council, after which the consumers were 
authorized to obtain fuel. Purchases of raw materials from the 
population (flax, wool, leather, etc.) were handled in a similar 
way. The council determined the quantity of raw materials to 
be purchased, and assigned quotas to separate districts and 
gubernias (provinces: the main territorial unit in Russia be- 
tween 1708 and 1929). Produce was purchased at prices fixed 
by the Price Committee attached to the council. Purchasing 
facilities were set up in large and small economic centres, and 
the raw materials collected there were then sent to the 
council’s central warehouses. From there, they were dis- 
tributed, on the authorization of central agencies, to produc- 
tion agencies, which divided the supplies between factories 
and plants. When a territory met its assigned purchase 
quotas, it became eligible for a bonus in the form of consumer 
goods, in addition to the money it received for the raw 
materials. For instance, an arshin (71 cm) of fabric was added 
to the fixed price for a pood (16 kg) of flax; 4 Ibs of soap to 
the fixed price for a pood of fat, and so on. 

The reign of a system whereby natural produce was 
requisitioned and distributed by central authorities caused 
deformations in the monetary system. Having lost its gold 
backing, paper money ceased to be the value equivalent of the 
“specific” commodity. The commodity economy, forced 
underground though it was, reacted by giving money’s former 
role to the commodity best suited for the purpose—flour, salt, 
etc., which were used at local markets. The nationalized 
industry also lost nearly all interest in money: it was, after all, 
impossible to buy anything with it, since everything was 
distributed through funding. A kind of “natural” accounting 
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ensued. Industrial financing through banks became a mere 
formality, since it boiled down to cash handovers based on 
approved estimates. In this sphere of economic activity, 
money played the role of an accounting instrument, and 
nothing more. 

Naturally, the price category could not remain unchanged, 
either. The stability of prices did not stem from a boom or 
stability in production; essentially, prices were fixed in a 
random way. A gap now divided the two economic concepts. 
The natural link between them had been broken, and price 
ceased to reflect the processes, the body temperature, as it 
were, of the economic organism. Formerly a social category, 
price was reduced to a simple calculation aid. Another 
characteristic problem of War Communism was the absence 
of material-incentive opportunities for either collectives or 
individual workers. Over-centralization restricted initiative, 
and played down the role of specialists in organizing 
production. 

All the above drawbacks of the economic system created 
under War Communism are, of course, relative; in fact, they 
are only regarded as such from the point of view of peace- 
time economic development. An examination of the principles 
we have discussed against a background of war would lead us 
to utterly different conclusions. Experience has shown that 
commodity economies lack the necessary flexibility, mobility 
and the capacity to concentrate efforts on a narrow range of 
tasks, which a wartime situation demands. Therefore the 
system of economic management peculiar to War 
Communism was well suited for maintaining a certain dis- 
proportionality in the economy as a whole, which is vital in 
time of war and fatal in peace-time, when the natural course 
of development calls for proportion. 

The methods of economic management adopted by Soviet 
Russia during War Communism were not unique to this 
country. Capitalist countries relied on the state regulation (at 
times very harsh) of commodity production during the world 
wars. 

After the October Revolution, our country, torn by inter- 
nal counterrevolution and surrounded on all sides by inter- 
ventionist forces, resembled a fortress under siege, where, as is 
known, the principles of production and distribution are quite 
different. However, we are not mainly concerned with the 
roots of non-commodity economics in the first years of Soviet 
government, even though this is an important subject. We are 
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interested in analyzing the economic consequences that follow 
the removal of the market, as a category of objective neces- 
sity, from the economic system. How does this measure 
influence the management structure? It has already been 
mentioned that any alteration of the economy’s commodity 
nature starts a chain reaction, affecting the status 
of the enterprise, the essence of money, which becomes an 
accounting category, and planning, which is assigned a super- 
natural role and which, although praised to the skies in 
theory, cannot ensure proportionate development in prac- 
tice. 

Lenin wrote in his article On the Food Tax, that ‘‘we 
deserve credit for” War Communism. 


“It was the war and the ruin that forced us into War 
Communism. It was not, and could not be, a policy that 
corresponded to the economic tasks of the proletariat.’’* 


At the 10th Party Congress in March, 1921, Lenin pro- 
claimed the New Economic Policy (NEP). Soviet literature 
normally depicts NEP as a policy peculiar to the young Soviet 
state, a policy under which food requisitioning was replaced 
by a food tax, and sights were set on the establishment of a 
commodity link between socialist industry and the individual 
farmer, attained through the temporary and limited revitali- 
zation of private enterprise. Had this been all there was to 
NEP, it would be of a strictly historical, rather than 
practical interest. But during NEP, the Soviet economy— 
excluding agriculture—wholly consisted of socialist state en- 
terprises. Lenin paid particular attention to this sector of 
creative endeavour within the wider framework of the new 
policy. 


Opting for Profit 


Free trade and the limited regeneration of capitalism 
regulated by the socialist state were only one side of NEP. 
“On the other hand, the state enterprises are being put on 
what is called a profit basis, i.e., they are in effect being 
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largely reorganized on commercial and capitalist lines.’’* 
Lenin characterized this side of economic construction as one 
of the most important for the new policy, giving a new 
meaning to the reasons behind commodity production during 
this period. 

The problem is paid little attention in college textbooks of 
political economy (and in many other publications for that 
matter). “In the period of transition, the main reason behind 
the existence of commodity production is the many-structured 
nature of the economy,” write the authors. This instantly 
excludes the commodity and commercial principles that were 
laid down as economic norms in those years, as casual, 
temporary and generally not worthy of attention. Lenin’s 
words show that he thought differently. The NEP years are of 
particular interest, because it was then that the principles 
governing relations between socialist enterprises were for- 
mulated. It goes without saying that Lenin’s personal par- 
ticipation in this work left its mark and lent an inimitable 
flavour to the economic processes at that time. 

Today, we feel the urgent need to analyze, in the greatest 
possible detail, the steps that were taken to organize the 
socialist sector in Lenin’s lifetime. It is all the more important 
since, in his efforts to develop the socialist sector, Lenin 
proceeded from the firmly optimistic premise that as long as 
everything was done correctly, socialism would be bound to 
triumph over capitalism in peaceful economic competition. 
Unfortunately, this period of development in the socialist 
sector is paid woefully inadequate attention, even though the 
27th Party Congress (February-March 1986) and recent 
plenary sessions of the Party’s Central Committee have em- 
phasized the need for the purposeful reinstatement of Leninist 
standards in social, political and economic life. 

Here, we are particularly interested in the ideas and 
principles that were laid down at that time in the field of 
economic management in the socialist sector. 

The most important of these was the recognition of the 
objective role played by value in this economic sphere; this 
approach was followed through to the logical recognition of 
the market as an economic category, and of market-type links 
not only between the socialist sector and non-socialized 
economic units, but within the state sector itself. 


* V_I. Lenin, Coll. Works, Vol. 42, p. 375. 
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In December 1921, the 11th Conference of the Russian 
Communist Party (Bolshevik) proposed ‘“‘to proceed from 
the existence of the market, in accordance with its laws, so 
as to master it and take the regulation of the market and 
monetary circulation into our own hands, with the help of 
regular, well-prepared economic measures that are to be 
based on an accurate account of the market process.”’ This 
was tremendously significant and affected first and fore- 
most the concepts of the place of the enterprise in the 
economic system. 

In the early years of Soviet government, during the 
period of War Communism, many leading economic and 
political figures looked upon the organization and manage- 
ment of socialist enterprises as a single universal super- 
concern, with common funds and management. Within this 
concern, separate enterprises were to establish relations not 
by way of buying and selling, but through the direct 
exchange of produce without money. Work-hours or 
money were to be used in accounting within the concern. 

The superconcern scheme was partially implemented 
during War Communism. In the years of NEP, however, 
the organization of the socialist sector was based on funda- 
mentally new concepts of the role played by the state 
enterprise in the economy. This is illustrated by a reso- 
lution of the 12th Party Congress (April 1923). Its fourth 
paragraph clearly formulated: ‘‘The state is the owner of 
the main means of production and transportation. Separate 
economic departments and separate bureaus, agencies and 
associations (trusts) within these departments manage the 
part of the state economy under their authority, within the 
limits of independence which are required by the present 
market conditions and which are appointed from above, 
i.e., by higher state authorities... Most state-owned indus- 
tries are organized as trusts—associations with consider- 
able economic autonomy, with freedom to barter on the 
market.” 

The congress explicitly designated the enterprise— 
factory or plant—incorporated into the trust to be the basic 
unit of industry and therefore the trust was ‘‘to avoid at all 
costs stifling centralization, the suppression of initiative, 
and undue interference in the work of its factories and 
plants. 

“The independent calculation and balance of each plant 
should both make it possible to determine its profitability, 
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growth or decay, and serve as a common base for the bonus 
system, which must be tied in to the specifics of the 
enterprise.” 

In this way, as soon as the situation in the country became 
normal, the Party opted for greater autonomy for the enter- 
prise, in keeping with the drive to provide socialist enterprises 
with the best possible conditions for growth and economic 
competition with capitalism at home and abroad. It was 
stressed that this autonomy should be used by the enterprises 
to provide themselves with their own means of turnover, to 
cut production costs, expand markets and make profits. The 
final word in expansion matters was thereby passed over from 
the central agencies to the trusts and enterprises. 


This was the final blow to those bureaucrats who held the 
purity of dogma more dear than reality. Until then, there had 
been no apparent dividing line in relations between state- 
owned industry and the state: everything produced in industry 
was state property, even though it was simultaneously re- 
garded as belonging to industry. There were no payments 
between them to speak of. 


In 1922 state power and state industry were divided by 
law. Their relations were now those of two partners who 
shared a common project, but kept separate books. The state 
budget also acquired a new meaning. When the state found 
itself in need of a product, it had to purchase it from the 
enterprise at the going market rate, or at an agreed price. On 
the other hand, the decree on state-owned industrial enter- 
prises acting on a commercial basis, which was signed on 
April 10, 1923, released the treasury from responsibility for 
any debts incurred by the trusts. To understand income distri- 
bution at the socialist enterprise, let us turn to Lenin’s notes 
for an unwritten article, Commercial Organization. There, he 
writes that the state enterprise “should pay for itself’, and 
puts down a formula: C + V +S, where S is accumulation, 
and —is maintenance of the state.’’* 

Judging by this formula, Lenin did not regard the socialist 
enterprise as an economic unit obliged to put everything it 
produced into the common pot in order to draw from it as | 
much as it needed or could get. Instead, it was to use the 
money it got from sales to make up for its basic and turnover 
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expenditure, and share the profits with the state. It was not 
the enterprise that was kept by the state, but the state itself 
that was kept by the enterprise-—-a methodologically signific- 
ant consideration. 

These measures did not mean, of course, that the state 
suddenly grew indifferent to the fate of socialist enterprises. 
The development of state industry remained a top priority, 
and involved huge sums in funding. Yet these sums were no 
longer handed out as blindly and indiscriminately as in the 
past (when the only thing that mattered was that the enter- 
prise was state-owned): numerous factors were now taken 
into consideration. Most importantly, budget financing (i.e., 
non-returnable credits to enterprises) was curtailed and 
pushed into the background by state credit financing. Now 
the enterprise had to borrow from the state and think about 
using this money rationally, so that the loan could be re- 
turned on time, with the interest paid. 


Under these new conditions, production at state enter- 
prises was no longer artificially isolated from economic prob- 
lems in general, but was economically linked to favourable 
conditions for future production and marketing. Whereas in 
the past the state had been responsible for supplies and 
marketing, it was now the enterprise that was placed in charge 
of these functions, along with its original function of produc- 
tion. It was categorically stated that production was worth 
nothing without subsequent marketing; in turn, marketing 
was meaningless unless it allowed for the replenishment of 
resources—i.e., the repetition of the entire process of repro- 
duction on-——and through—the market. 


The market encompassed more than the ready-made 
goods manufactured at nationalized enterprises. In 1922 the 
National Economic Council authorized trusts to sell old or 
unneeded property in certain situations. After this, the rights 
to sell non-disposal assets were extended. Then, when the 
need for bonds became apparent as a form of industrial 
credit, and real property had to be found to back them, trusts 
were allowed to mortgage part of their property under the 
bond loan. Moreover, it was permissible to sell small, idle 
enterprises and, in part, the property of active enterprises that 
ran at a loss. In short, the sphere of commodity-trade re- 
lations in the socialist sector of the economy was extremely 
impressive. 

It goes without saying that it is neither convenient nor 
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profitable for every individual producer to put his own goods 
on the market. For this reason, in most cases, primary 
industries were granted the right to buy only materials of 
secondary importance at local markets, to take small orders 
that were of little significance to the production programme, 
and, as a last resort, to market their produce: as a rule, all 
commercial transactions were handled by trusts and syn- 
dicates through their extensive networks. The textile syn- 
dicate, for one, had 70 subsidiaries and 17 different shops, the 
leather syndicate—8 subsidiaries and 40 offices, the oil 
syndicate—-554 offices, and so on. The retail network owned 
by the state industry was fairly small. It was used mainly to 
keep track of the market situation, and to raise additional 
cash. 


Party documents and economic directives of that time lent 
considerable importance to the harmonious coordination of 
production and commerce. ‘“‘Learn to trade!” was the way 
Lenin put it. Naturally, this appeal was addressed to socialist 
enterprises, and not to small entrepreneurs, black marketeers 
or speculators. The Party urged enterprises to appraise the 
entire process of production, from the purchase of raw 
materials to the marketing of produce. This was the principal 
difference between the new phase of socialist construction and 
the preceding one; it made its mark, as we shall try to show 
below, on the tackling of a host of other management 
problems. 


Notably, the role of money under socialism acquired a 
new meaning. This was only natural and logical, after the law 
of value and the objective existence of the market had been 
recognized. Commodity exchange mediated with money re- 
quires a stable currency and a streamlined financial system. 
Where there is no stable national currency, natural com- 
modity exchange is very difficult. Enterprises lose money 
because of the rouble’s falling rate. There is no reciprocal flow 
of commodities, and this severely blocks trade and impedes 
reproduction. The absence of hard currency also affects 
foreign trade, since the only way out is to barter, which 
restricts the normal commodity turnover among countries, 
and leaves no choice but to use gold in international transac- 
tions. This, of course, is undesirable, since it depletes the gold 
reserve—the basis of any financial system. 


When Soviet Russia opted for a commodity economy, 
measures were taken to stabilize currency with reference to 
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objective circulation laws which characterize commodity pro- 
duction. The 11th Party Congress (March-April 1922) 
adopted the following resolution on financial policy: “The 
present moment calls for us to state with resolve that our 
economic and financial policy is henceforth orientated to- 
wards the reinstatement of gold backing. Even though it 
cannot be restored immediately, it is nevertheless necessary, 
since the role of gold on the world market is inevitably 
reflected in relations on the domestic market, even in a 
country where part of the economy proceeds, after the 
nationalization of key industries and transport, on a planned 
basis.” 

The congress thus emphasized the need to return to gold 
backing. Yet it did not cite the abundance of private ope- 
rators on the domestic market, or make allusions to the fact 
that only a part of the economy was developed on a planned 
basis. In other words, there was nothing in the resolution to 
indicate that once the entire economy had been redirected 
along planned lines, there would be no need for gold backing. 
It would appear that the planned nature of the socialist 
economy was not regarded as a reason for introducing money 
backed by anything other than gold. Methodologically, this is 
of paramount importance, particularly since the resolution 
was passed by a congress under Lenin’s personal guidance. 
Lenin’s work The Importance of Gold Now and After the 
Complete Victory of Socialism should be understood in a 
broader sense than it is frequently understood at present. The 
resolution of the 11th Congress on gold, coupled with a 
thorough examination of the notes made by Lenin during the 
years of monetary reform, reveals that this article is not 
merely an appeal to sell gold at a higher price and use it to 
buy cheaper goods, but a key strategy geared towards con- 
solidating the financial system. 

In those years, Soviet Russia encountered particularly big 
problems with currency circulation. Two radically different 
views on the role of money were divided on the issue of 
whether money should be an independent commodity in a 
country that was building socialism. One group of economists 
demanded that money be eliminated as an economic category, 
and proposed to substitute it with a kind of accounting bond 
(under the same name—money), which would register the 
movement of produce and keep track of production costs. 
Their reasoning was roughly as follows: since commodities 
are exchanged for one another, there is no need for any 
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particular commodity to act as an intermediary between 
them, especially since it was gold, which was in short supply, 
that was proposed for this role. It would be sufficient for the 
appropriate agency to account for market fluctuations and to 
alter, from time to time, the ratio of exchange between 
commodities and commodity groups. 

Another group opposed this idea. Money, they argued, 
should be a specific commodity under the present conditions, 
with a value of its own. Only in that case would it be possible 
to measure the commodities circulating in the national 
economy against this “universal” commodity. History had 
assigned this role to gold. It was gold, therefore, they argued, 
that should become the value equivalent. Of course, this did 
not mean that gold coins should be circulated. Inside the 
country, paper money could act as an adequate substitute, 
provided that it was backed with a real gold reserve. This 
approach stemmed from the decisions of the 11th Congress, 
and was implemented during the years of monetary reform 
(1922-1924). 

Lenin paid a great deal of attention to the consolidation 
of the Soviet currency and its transition to gold backing. In 
his notes to the then People’s Commissar (minister) of 
Finance Grigori Sokolnikov, he wrote: ‘‘At the centre of 
everything just now is trade, first, domestic, and then, 
foreign trade; in connection with trade and on the basis of 
trade—-a restoration of the rouble. All attention should be 
concentrated on this. The important, the most important, 
the basic task is to make a practical start on this.’’* The 
urgent tone of another note (January 1922) mirrors Lenin’s 
great desire to lend the Soviet rouble strength on external 
and domestic markets via gold backing. “‘In connection 
with our talk yesterday,” he wrote to Sokolnikov, “I 
implore you to take the following steps as quickly as 
possible: to formulate your proposals regarding the free 
circulation of gold (the 10 provisions you presented yester- 
day), and to forward one copy to me, and another to 
Krzhizhanovsky for Gosplan.” 

Essentially, the monetary reform amounted to the fol- 
lowing. The mint issued the chervonets (10-rouble bank- 
note in circulation in 1922-1947.—Editor’s note), and Gosbank 
(the State Bank) established firm parity for its exchange for 
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foreign currency; the chervonets was freely convertible. It 
thereby became the instrument of commodity turnover 
between the domestic and the foreign markets. Its stability 
was guaranteed by the State Bank, which accumulated gold 
and currency reserves in sufficient proportions to maintain 
a stable ratio between the chervonets and gold, not only on 
foreign markets, but at home, as well. At the stock ex- 
change, which was set up in those years, a part of this new 
currency was exchanged for gold, which endorsed its auth- 
ority in the eyes of the population. This mediated solution 
gave paper money gold backing, yet precluded any at- 
tempts by foreign powers to pump Russia for gold. 


The gold rouble placed commodity turnover in the 
country on a healthy basis, and it started to grow. 
Simultaneously, our currency started to circulate abroad 
(first in the Baltic states, then in Italy, and later in other 
countries), and was accepted by foreign stock exchanges. 
Furthermore, much to the dissatisfaction of the London 
Exchange, the 1924 chervonets surpassed the pound sterling 
and was exchanged at the same rate as the dollar. Our 
economy gained the opportunity to become included in the 
world division of labour. This, along with a series of other 
measures, consolidated the financial system of the young 
socialist state, and created favourable conditions for future 
economic growth. 


The solution of circulation-related problems laid the 
grounds for a new approach to price fixing. Admittedly, the 
extraordinary conditions, under which our industry was 
functioning at the time, precluded the formulation of a 
clear-cut methodology when it came to fixing prices for 
products manufactured by socialist enterprises. The 
theoretical postulates concerning this issue were more hazy 
than those dealing with monetary circulation, and there 
was no persistence shown in implementing them. 

One group of scholars held the opinion that price should 
become a method of calculation for book-keeping in the 
socialist economy, a kind of a pseudonym for planned re- 
source distribution inside the state-owned sector. As for the 
free market, they believed that prices should grow more 
dependent on its Jaws, accounting for the fluctuation of 
supply and demand. Yet, they also allowed for state price 
regulation in this sphere, to compensate for price losses in one 
commodity group with gains in another. 
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Another group of scholars believed that price assignation 
under commodity socialism was governed by the objective 
effects of the law of value, which were modified in the average 
profit norm. This group also saw the need for the administra- 
tive regulation of market prices, although only after the 
processes involved in the formation of the average profit 
norm had been studied and forecast. They said that the power 
over market chaos was not absolute, which was why it was 
advisable to proceed from production costs when establishing 
prices in the future. As for practical measures to regulate 
prices for produce manufactured at socialist enterprises, there 
was the April 10, 1923 decree on profit-orientated enterprise, 
which we have already discussed. The decree instructed trusts 
to sell their produce at “prices negotiated with the buyer”. 
Prices of trust products intended for the free market could be 
regulated only in extraordinary circumstances by special res- 
olutions of the Economic Council or the Council of Labour 
and Defence. 

The decree also provided for cases when the trust would 
sell products at prices below those on the market, but not 
lower than production costs plus mean profit. Commodity 
shortages and the difficulties facing socialist enterprises led to 
the violation of the principles of price assignation laid down 
in that decree. Forcible price regulation, intended as an 
exception, became the rule. How can this fact be interpreted: 
as a setback caused by the decree’s ill-prepared formulas, or 
as the result of a temporary retreat from a correct position? It 
is difficult to say. But economists of that time wrote that the 
subjective approach to administrative price assignation had 
been limited. In his Jndustrial Economics (published in 1927), 
A.Ginzburg disproved claims that we had no mean profit 
norm at all. He reported that at that time, a large number of 
enterprises were making a profit; the amount varied from one 
branch to another. The lowermost limit of profit was equal to 
loan interest. It was equally untrue, he continued, that our 
state did not account for the difference between relative 
profits in various branches when it came to distributing 
capital. Each time there was a discussion about a grant or 
credit for a particular state enterprise, it was made clear how 
profitable the enterprise in question had been, and whether it 
could earn a sufficient return on the capital it requested. 
Profits were invariably taken into consideration when long- 
term loans were obtained from abroad, since if an enterprise 
had low profitability and failed to pay off interest and loans, 
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the state would then be saddled with these obligations. 
Generally, when the state established prices at that time, it 
aimed towards the steady lowering of prices for products 
manufactured in the socialist sector in accordance with the 
market situation; this extended the market’s capacity and 
gave state enterprises a certain amount in savings. Production 
costs were not regarded as the objective basis for the plan- 
assigned price. One of the leading economic figures of that 
time, Feliks Dzerzhinsky (1877-1926) wrote: “We have grown 
used to the idea that production cost need not always de- 
termine the price; and yet, with us may be price should 
determine production cost, since the devaluation that we were 
forced into showed that production cost is made up of 
elements that depend, among other things, on the will of the 
working class and that of economic organizers. Production 
cost depends on the current organization of production, yet it 
can be altered through collective effort.” 


Planning and the Market 


Greater rights for socialist enterprises (trusts), the rejec- 
tion of the obligatory supply and obligatory hand-over of 
produce to central authorities, a stable currency and im- 
proved methods of pricing presented the introduction of cost- 
accounting in an entirely different light. No longer a book- 
keeping instrument, which merely compared real output with 
planned targets assigned from above, this principle now 
governed the enterprise’s entire economic activity. The state 
relinquished its role in production management. All respon- 
sibility for development now rested with the collective, which 
was obliged to make a profit. This objective was recognized as 
being realistic, given cheap raw materials, well-studied mar- 
kets, and economization. The natural formula, “the highest 
result is yielded by the lowest production costs”, acquired, in 
the commodity-money economy, a purely commercial tone: 
“attainment of the highest incomes with the lowest possible 
production costs, i.e., attainment of maximum profit’’. 

It is easy to see that with a gold-backed currency, when 
money became the “universal” commodity, the drive towards 
maximum profit was synonymous with the drive to produce 
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the greatest possible quantity of consumer values. The con- 
tradiction created by money being used as an accounting 
bond, is thereby eliminated. Lenin tried to emphasize the new 
meaning of “cost-accounting” by using another term— 
“profit accounting”. Lenin’s calls for “profit accounting”, 
together with the learn-to-trade slogan, laid down a clear 
groundwork for further improvement of the organization and 
methods of economic activity in the socialist sector. 


In a letter to Grigori Sokolnikov, Lenin aired his views on 
the essence of cost-accounting at state enterprises. ‘‘I believe,” 
he wrote, “that trusts and enterprises operating on the basis 
of cost-accounting have been created specifically to make 
them responsible—and wholly responsible—for any losses 
they may incur. Otherwise, I believe that the entire board of 
directors should be tried in a court of law and sentenced to 
long prison terms (possibly to be released on probation after a 
specified stretch), with all their property confiscated and so 
on. If we fail to protect our interests in the cost-accounting 
trusts and enterprises, with business-like, no-nonsense 
measures, we shall be utter fools.’’* 


When the Party transferred the economy to a market 
system and introduced market relations in the socialist sector 
during the years of NEP, it did not believe that it was 
surrendering to market chaos, which inevitably leads to crises, 
unemployment and the stratification of property holders. 
Marxists have always regarded freedom not as a subjective 
category, but as a recognized necessity. If the law of value and 
the categories of commodity-money relations it engenders 
really exist, then the nature of their influence under new 
conditions must be grasped, studied, and put to use in 
socialist development. Such was the task set before our 
planners in the NEP years. The market and the all-round 
development of commerce were not regarded as contradictory 
to planning. 

The developing autonomy of individual enterprises on the 
basis of commercial accounting contributed to the role and 
significance of planning in the national economy. It was not 
by chance that Gosplan was set up when NEP was introduced. 
In a letter to Krzhizhanovsky (November 1921), Lenin wrote: 
“The New Economic Policy does not change a single state 
economic plan, and does not transcend its limits; it alters the 


* V.I. Lenin, Coll Works, Vol. 54, pp. 150-151 (in Russian). 
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approach to implementation.” The 12th Party Congress 
(April 1923) discussed the problem of combining the market 
and planning, and ruled that economic success would by and 
large depend on the ability to reconcile market relations and 
institutions with plan-related ones. 

When the state granted the trusts economic independence 
and the responsibility that went with it, it nevertheless main- 
tained close ties with them. The 12th Congress assigned the 
state the task of using trusts and other associations as its 
agencies to assess the market situation in order to take 
practical steps to anticipate the market orientation of separate 
enterprises. 

A particular economic body, for example, would be given 
the right to eliminate a subordinate trust long before the latter 
found itself in a hopeless situation. In this connection, the 
congress emphasized the need for economic forecasting of the 
market situation with regard to the development of economic 
processes in various branches and regions; these forecasts 
were to be used for the advantageous exploitation of probable 
changes. The congress warned of two dangers threatening the 
harmonious combination of planning and the market in the 
economy: on the one hand, the substitution of the market’s 
regulating functions with premature administrative action in 
an attempt to shape economic development using planning 
levers; on the other hand, belated administrative regulation 
when the need for it was ripe, when it could, in less time and 
at less cost, have attained the same goals as the market. 

The 13th Party Conference pointed out that successful 
socialist construction would largely depend on our ability ‘“‘to 
combine elements of the state economy both with each other, 
and with the market”’. 

Party documents of that time clearly formulated the com- 
plicated tasks facing planning agencies in the course of com- 
modity-money development. Lenin, for his part, paid a great 
deal of attention to the smooth operation of the planning 
system. Reading his notes and letters to Gleb Krzhizhanovsky 
on the subject, it is immediately apparent how great a role he 
assigned to plans compiled on the basis of a thorough 
examination of all the factors relevant to production, and 
how sceptically he met any attempt to saddle life with 
dogmatic, subjectivist rules—rules which it could never 
accept. 

_ Most of all, Lenin feared the bureaucratization of plan- 
ning. In his memo to Gleb Krzhizhanovsky, Lenin wrote: ““M. 
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writes nonsense about the plan. The greatest danger is to 
bureaucratize the business of state economic planning. This is 
a great danger.” 

It was not easy to transfer from War Communism’s 
administrative planning methods to economic ones. The new 
methodology of planning had to be worked out from scratch. 
In the reference book, Control Figures 1925-1926, it was noted 
that planning ideas were bolder when they wandered over the 
largely empty horizons of devastated production forces and a 
generally beleaguered economy. Unlike today, the book said, 
our planners looked 5-10 years ahead, although they had less 
material to go by. They relied only on pre-war economics and 
their imagination in compiling their plans. Now, when we 
have the opportunity to use data on the Soviet Union’s 
economy, we encounter enormous difficulties in trying to 
extrapolate development curves for even a single year. The 
awareness of the scope of our problems is in itself a sign that 
our planning methods and approaches to plan compilation 
are improving. As it turns out, it is impossible to compile a 
serious plan proceeding, a priori, from a single precondition. 


* * * 


What is the main difference between planning methods at 
the time when the law of value was recognized as an objective 
economic category, and those when it was ignored? The most 
important one is probably that planning indices in the former 
case were no longer dependent on the wishes of a given 
executive, however insistent, but were compiled on the basis 
of a host of factors that objectively influenced the market and 
had the greatest effect on its fluctuations. This means that in 
order to set a figure in the plan, one had to know the capacity 
of the market, the level of solvent demand and the state of the 
market, i.e., the trend in the development of supply and 
demand. All these objective categories restricted the subjective 
approach to planning. It is only when the nature of their 
influence over a given period of time becomes known that the 
planning agency acquires freedom of action; that is, freedom 
in the Marxist interpretation, not the anarchistic. 

This approach to planning caused numerous economic 
authorities to change their working methods. Statisticians 
were now expected to give economic forecasts along with their 
usual post factum reports on production activity. The first 
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detailed analysis of the urban market was compiled at that 
time by the then head of the Gosplan Economic Section, 
Stanislav Strumilin (1877-1974), while Prof. L. Litoshenko 
studied the capacity of the rural market. The capacity of the 
1922-1923 market as a whole amounted to roughly five billion 
roubles. This figure, which incorporated numerous others, 
was included in the plan, and, in this way, determined a 
number of indices. 

For instance, when urban workers were scheduled for a 
200 rouble annual wage increase, the relevant calculations 
showed how this would affect commodity turnover. In the 
years Krzhizhanovsky writes about, this meant a 37 per cent 
growth for the urban market. Assessing the supply and 
demand situation in the agricultural market, planning agen- 
cies established that it would make agricultural prices higher 
than industrial prices. An early estimate predicted a dis- 
crepancy of at least 15 points. This had to be taken into 
account if the market were to be balanced. Such calculations, 
Krzhizhanovsky noted, were central to planning at that time. 
It is easy to see that planning is very complicated when it is 
based on science, on data derived from the analysis of 
objective phenomena. 

Even greater difficulties were encountered by planners 
when it came to commodity and money circulation. 
Financial and commercial authorities studied the objective 
laws that governed this sphere, and tried to master its 
spontaneous processes and gradually harness them to serve 
socialism. 

The possibility of regulating the economy, on the basis 
of the scientific examination of market processes, became 
an entirely different category from that under capitalism, 
with the increase in the experience and know-how of 
planning workers. This concept gradually took on a new, 
socialist meaning, while the chaotic market, fraught 
with crises and slumps, was turning into a plan-regulated 
one. 

As the definition of “socialist market” was developed, the 
debate with Trotskyites on the eve of the 12th Party Congress 
became increasingly important. Trotsky’s demands for strong- 
er planning were criticized; yet this was not because Trotsky 
and his followers were for planning, and the Party against. 
The Party did not regard planning as a goal in itself, but 
rather as a link in the general economic chain, which also 
included monetary reform and the examination of market 
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processes. Trotsky’s approach, by contrast, made planning a 
bureaucratic measure, isolated from other economic activities. 

No description of the planning system which appeared 
after the recognition of the law of value can ever be complete 
without the two following considerations. 

The market economy divided the planning system into 
two parts, which were to a greater or lesser extent related to, 
and dependent on, each other and market processes. This 
concerns plans for trusts and branches, and state plans for 
economic development. A certain degree of autonomy in 
these two types of plans was apparent. As for branch and 
trust plans, they were compiled in close coordination with the 
processes occurring in the market they found themselves on at 
that particular moment. Before that, during War 
Communism, plans were issued “from above’. Now, this 
procedure had to be abandoned. During the first two years of 
NEP, planning was carried out “from below”: the plans of 
individual trusts and enterprises were summarized and en- 
dorsed by regulatory authorities. 

A combined planning method, based on the two principles 
described above, was introduced in 1925. Regulatory author- 
ities worked together with enterprises in producing tentative 
plans, which were based on the state and capacity of the 
market on which the trust or branch proposed to operate. 
Then, these proposals were compared with control indices 
from other branches, whose activity was relevant to the future 
plans. The final version of guideline indices was then for- 
warded to trusts and enterprises, which used them to for- 
mulate their production programmes. This planning pro- 
cedure was used from 1925-1927. Trust and branch plans 
were of a financial nature, as opposed to the non-commercial, 
“natural” plans that were used during War Communism. 
Along with the economic plans of trusts and branches, which 
were summarized into the general plan of economic develop- 
ment, there existed another plan—the State Plan for the 
Development of the Electric Power Industry in Russia (the 
Russian acronym is GOELRO). The former had the task of 
assuming command on the market, in order to control market 
processes in the interests of socialist construction. In this was 
both its strength and its weakness. The market-orientated 
plans mainly reproduced the proportions that already existed 
in the economy. Naturally, this situation did not suit the 
Party, which aimed to overcome Russia’s age-old back- 
wardness. 
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It was up to GOELRO to change the economic propor- 
tions. The methodology of this plan is still of interest to this 
day. No single agency or trust could handle its compilation or 
implementation. From the point of view of commercial ac- 
counting, on the basis of which socialist enterprises operated, 
its implementation was truly problematic. It became success- 
ful when Lenin found a way to combine the commercial 
method (the most economical one) of trust operation with 
projects that promised no immediate profit, yet guaranteed 
rapid growth in the future. Whereas trusts and enterprises 
were told not to rely on budget financing, but to survive on 
their own initiative, the development of the electric power 
industry—a grandiose task in those times—was entirely fi- 
nanced out of the budget. Once its projects were completed, 
they, too, were to operate on a commercial basis. 

The implementation of GOELRO had a considerable 
effect on the performance of trusts, raising their capabilities. 
In fact, appearance of cheap electric power on the market was 
bound to trigger a chain reaction throughout the economy. 
The steam engine would give way to the electric locomotive; 
the production of steam engines would cease; orders for rails 
would change and grow; the commodity turnover would 
accelerate; and so on. The appearance of a new power source 
enables development to be accelerated in a number of bran- 
ches, cuts production costs and raises quality, all of which are 
beneficial for the market. 

In this way, both types of plan—operational and con- 
struction types, as Krzhizhanovsky called them—accounted 
for market factors in different ways, and used the market to 
test the correctness of their proposals. The construction plan, 
which was much more independent of the market than trust 
and branch plans, was nevertheless not entirely. free of the 
market when it came to setting targets. It proceeded from the 
current level of economic development, and set tasks that 
were quite realistic, to be confirmed, in the last analysis, by 
the market. The main function of the long-term plan was to 
guard against a situation when the ultimate interests of the 
economy as a whole would be sacrificed for casual tasks of 
passing significance. 

The division of planning and the entirely new meth- 
odology created a situation that was immediately spotted by 
economists: whereas War Communism was dominated by the 
formal dictatorship of the plan coupled with its actual power- 
lessness, NEP endorsed market relations and laid 
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down, for the first time, a real groundwork for economic 
planning. 

Lenin attached great significance to scientific forecasting 
in planning, yet he did not limit the administrative factor. To 
him, planning was more than a scientific task; it was also a 
guideline for energetic practical action. Lenin’s complex, 
dialectic approach to the significance of planning ran counter 
to amorphous plan-forecasts, which doomed social forces to 
inaction and pessimism; it also disagreed with the view of 
directive planning as simply the freedom to assign targets. 

Lenin was an outstanding dialectician. His ability to 
reconcile seemingly irreconcilable things continues to astound 
one with every re-reading of his works. Market and plan, 
scientific forecasting in planning and the call for legislative 
functions for Gosplan all go to illustrate his awareness of the 
unity of contradictions which governs all development, an 
awareness which we so often lack today. 

Lenin’s notes on Gosplan give us an example of how 
dialectics can be used in the national economy. Once objective 
forces have been investigated for planning purposes, social 
organizations must mobilize everything in their power to 
implement the plan, rather than wait for it to take care of 
itself. This approach to planning, simultaneously active and 
scientific, was advocated by Lenin in the last years of his life. 

These were the lines that economic construction followed 
in those years. Naturally, not everything could be totally 
accomplished then, and this is illustrated by the problem of 
prices. Another example is the sale of produce manufactured 
at socialist enterprises: certain types of produce were taken | 
out of circulation and were subject to distribution. This, | 
however, was the exception, dictated by particular situations. 
Most other cases followed the general rule. 

Thus, the implementation of the law of value, and the use 
of market relations for socialist development necessitated 
changes all along the economic chain. The Supply of raw 
materials, the sale of ready produce, money and prices, cost- 
and commercial accounting, planning as __ scientific 
forecasting—all these categories were lent an entirely different 
meaning from that of the period when the law of value and 
market relations were barred from the sphere of economic 
regulation. 

It would be incorrect to say that the new system of 
economic management antomatically resulted in immediate, 
rapid growth. On the contrary, the transition to commercia 
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accounting brought a number of enterprises to the verge of 
bankruptcy. Some enterprises failed to grasp the meaning of 
the change, and thought only of their rights. They forgot 
about the enormous responsibility that went with these rights, 
and started to “eat up” basic and turnover capital funds. It 
was also very difficult to dispel the inertia among economic 
executives, who clung to the former system of centralized 
supply and administrative regulation. They also failed to 
understand that the coupon system of distribution and ac- 
counting was incompatible with market distribution and 
planning, which was carried out with economic, rather than 
adminstrative, bureaucratic, measures. 

The greatest difficulty, however, was that economic ex- 
ecutives were expected to follow principles which did not 
actually exist at the time, which were only just being born in 
the throes of searching for new solutions. All this could not 
but tell on the first results yielded by the transition to new 
economic management. The country faced a financial crisis. 
Lenin was certain of the correctness of the new policy, and 
appraised the situation calmly. “If it (the crisis.—Author’s 
note) is not too severe it may even be useful; it will give the 
Communists in all the state trusts a good shaking; only we 
must not forget to do it. The financial crisis will shake up 
government departments and industrial enterprises, and those 
that are not equal to their task will be the first to burst; only 
we must take care that all the blame for this is not thrown on 
the specialists while the responsible Communists are praised 
for being very good fellows, who have fought at the fronts 
and have always worked well. Thus, if the financial crisis is 
not too severe we can derive some benefit from it and comb 
the ranks of the responsible Communists engaged in the 
business departments not in the way the Central Control 
Commission and the Central Verification Commission comb 
them, but very thoroughly.’’* 

At the 11th Party Congress, Lenin twice returned to this 
thought. He proved that new market-orientated management 
methods made it possible to check on all economic activity 
not from the point of view of watchdog agencies, but on a 
massive scale. “‘We need a test,” he said, ‘“‘a real test, not the 
kind the Central Controi Commission makes when it censures 
somebody and the All-Russia Central Executive Committee 
imposes some penalty. Yes, we want a real test from the 
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viewpoint of the national economy.”* This impartial and, in 
fact, the only true criterion for judging the state of affairs at 
socialist enterprises enabled the Party to turn the situation 
around quickly. The economy started to develop 2-3 times 
faster than those of all capitalist nations taken together, and 
faster than either of those of such leading capitalist countries 
as the United States, Britain, France and Germany. Harsh 
measures directed towards commercial accounting made 
industry profitable. 

The question is, was that system of economic management 
in the socialist sector exceptional, temporary? Did it bear the 
inevitable imprints of capitalist methods, which were to be 
rejected as quickly as possible in the course of further socialist 
development, or was this system, on the contrary, organic to 
socialism, in fact, the only possible system at a time when 
there were still deficits? 

As Lenin remarked at the 11th Party Congress, NEP was 
taken to heart by everyone, yet interpreted differently. When 
the subject of the New Economic Policy was brought up, 
many Communists became apologetic, seeing it as a retreat, 
however temporary, from socialist ideals and norms. 
According to these people, it was the principles of War 
Communism that were normal, i.e., natural exchange, the 
elimination of prices and money, and the planned regulation 
of the economy, which in their view removed the necessity of 
reckoning with objective factors. 

The complex dialectical meaning, the unity of contradic- 
tions that Lenin programmed into NEP, was lost on these 
people. 

Indeed, limited freedom of trade for capitalist elements, 
and concessions were a forced measure, especially in a 
country whose population was dominated by peasants, who 
were dual in their social nature; but Lenin saw this as the 
price to be paid to overcome Russia’s backwardness, and to 
preserve Soviet government. By the time of the 11th Party 
Congress, the positions of socialist and all other elements in 
our economy had become stable. 

The tide had been turned, and a ‘“‘who-will-win”’ economic 
fight ensued. Lenin insisted that concessions under NEP. 
posed no real threat to socialism, since the socialist order 
dominated the economy, and the proletariat held on to 
political power. In his explanation of the complexity of NEP, 
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Lenin also took care to deal with a different kind of mis- 
understanding, implanted deep in the minds of many 
Communists at the time: the wide application of the law of 
value in management of a socialist economy. 

Nowadays we attach the greatest importance to Lenin’s 
views on the future of such institutions as money, gold, 
banks, profit, crediting, and so on. At no point did Lenin 
oppose these categories to socialism; even when he did recog- 
nize a step back, when capitalist elements were allowed in the 
socialist economy, he left no room for another interpretation 
of the matter. It isn’t the categories, but the conditions under 
which these categories operate that are to blame for people’s 
woes—a truth some failed to see, as Lenin pointed out in 
1920. 

Let us recall Lenin’s notes to Nikolai Bukharin’s The 
Economy of the Transition Period. In his comment to the 
chapter where Bukharin characterizes capitalist production as 
profit-oriented, and alienates it from socialist production, 
which he thought should be totally geared to the satisfaction 
of social needs, Lenin wrote: ‘“‘No go. Profit also satisfies 
social needs. What should have been said was: the added 
product goes, instead of the proprietor class, to all the 
working people and only to the working people.’’* 

In the plan for an article called Commercial Organization, 
which he never completed, Lenin jotted down: 
“Commerce”? = Capitalism.” It appears that he planned to 
use this thesis as a criticism of those who would surrender 
commerce to the capitalists, considering it unworthy of socia- 
lism. Lenin started the struggle against leftist twists in eco- 
nomics from the earliest days of the revolution. At that time, 
he tried to limit emissions of paper money, to reinstate the 
normal budgetary procedure of spending, to consolidate the 
banking system and, most importantly, to endorse economic 
management methods at nationalized enterprises. 

In March, 1918, Lenin stated with conviction: “During 
the transition from capitalist to socialist society it is ab- 
solutely impossible to do without currency notes or to replace 
them with new ones in a short space of time.”** “We must 
take a lesson in socialism from capitalism’s big organizers,” 
he said.*** An examination of Lenin’s works written in the 
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first months of Soviet government is enough to see the 
connection between his ideas then, and his theoretical work in 
the times of NEP. Lenin himself brought the matter up more 
than once, pointing to the connection between the Party’s 
“new” and “old” policies, and the temporary, urgent nature 
of measures taken during War Communism.* 

Lenin’s struggle against the “left-wing” Communists, who 
defended the direct exchange of products, opposed money, 
and called for an “‘all-embracing plan”, had been Jong and 


hard. He wanted to prove that value categories could not — 


change the social essence of the socialist enterprise. Lenin 
repeatedly emphasized this, using the term “consistently 
socialist enterprises’. And yet, many leading figures in the 
Party and the economy interpreted this the wrong way. Even 


at the 14th Party Congress (December 1925), the nature of 


our state enterprises was debated. It appears that many 
people still felt uneasy about the combination of socialism 
and capitalist economic methods. However, when Lenin 
called socialist enterprises to learn to trade, to adhere to 
commercial! accounting and to be thrifty with gold, he did not 
specify any deadlines, as far as we know, because he never 
considered these economic categories to be casual, to be 
concessions to the capitalist world: he thought them to be the 
only correct system of economic relations this side of 
communism. 


Some time after Lenin’s death, the ideas he had so actively 
opposed in his lifetime started to crop up in economic 
literature more and more often. There were reasons for this. 
Those who saw NEP as a policy designed only for as long as 
the economy was multi-structured, those who did not divide 
NEP into two policies, with different deadlines (one—until 
the total victory of socialist elements over capitalist ones; the 
other—until communism had been attained), welcomed the 
successes of socialist construction as a pretext for the tran- 
sition to new economic management methods. 

“Transition economy” was the term used to describe 
production relations at that time. The notion “‘tansition” 
meant, of course, that the economy had to be freed from 
elements alien to socialism. There was a problem, however: in 
which direction were production relations in the socialist 
sector to be improved when it became the only one in the 


* V._I. Lenin, Coll. Works, Vol. 33 p. 61. 
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economy? Would commercial! principles of management not 
also be “transitory” on the way to something more socialist? 
A variety of opinions on management principles started to 
come from assorted quarters. Most of them, however, had 
one thing in common: they proceeded from the belief that 
successful socialist construction and the elimination of the 
multi-structured nature of the economy would at long last 
make it possible to step away from the realm of chaos into 
that of freedom, where economic laws allegedly lose their 
power. ; 

This is illustrated’ by the controversy surrounding Prof. 
Preobrazhensky’s so-called “‘law of primary socialist accumu- 
lation”. The law of value and its related categories, according 
to many economists, were losing their meaning. The ideals of 
War Communism would not die as easily as had previously 
been supposed. The bond between the concepts which Lenin 
had criticized, and those that were put forth after his death is 
illustrated, for instance, by the use of profit in the socialist 
economy and Lenin’s correction of Bukharin’s erroneous 
views on this economic category under the new conditions. 

In his book On the Question of Regularities in the 
Transition Period, which was published in 1928, Bukharin 
repeated, word for word, a postulate from a book of his that 
had been published in 1920. He wrote that movement under 
socialism is stimulated not by profit, but by the satisfaction of 
the masses’ needs, and that the law of value grows into the 
law of labour expenditures. Essentially, this was Bukharin’s 
old error, which pitted consumer value against exchange 
value, and ultimately doomed the economy to the naturali- 
zation of all relations. 

Another group of scholars, who advocated the so-called 
“law of primary socialist accumulation”, agreed with their 
opponents’ view on the future of the law of value in the 
socialist sector, but disagreed with them on the question of 
finding an alternative. Both groups had similar views on the 
role of pricing and money in the socialist economy, denying 
them any economic meaning and reserving them for use as 
mere accounting categories. In doing so, they ignored Lenin’s 
commercial accounting as the main principle of socialist 
economic management. Indeed, what commercial accounting 
was there left to speak of with no commerce, money or prices 
in their true economic sense? Cost-accounting was also re- 
duced to a formality. The influence of such ideas, expressed as 
they were by people high up in the hierarchy in those days, 
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initiated a gradual change in the methods of economic 
construction. 

After 1928, administrative centralism in economic man- 
agement grew stronger. Economic management methods gave 
way to regulation, the market system became further and 
further removed from fulfilling its set objectives. For instance, 
material and technical supply was separated from production 
and organized along state distribution lines, rather than along 
those of buying and selling, as it had been previously. Cost- 
accounting principles were weakened. The process was 
gradual, yet it clearly did its share of damage, giving rise to 
the disproportional development of separate branches of the 
economy as a consequence of violating the objective laws 
governing commodity production. The achievements of the 
pre-war five-year-plan periods were, of course, outstanding. 
The heroic efforts of our people gave tangible results, since it 
was in the pre-war years that our country managed to effect 
drastic structural changes in its economy. And yet, the results 
could clearly have been still more impressive, had Lenin’s 
economic principles been followed more consistently. 


In the first five-year-plan period (1929-1932), gross indus- 
trial output went up by an annual average of 19.2 per cent; in 
the second—-by 17.1 per cent; in the third (the three years 
before the war)—by 13.2 per cent. It goes without saying that 
each per cent of growth, with increasing production, meant 
larger and larger volumes of output; however, in the light of 
the appointed goal—to catch up with, and surpass, developed 
capitalist countries in terms of industrial output—this decline 
in production rates was a bad sign. 


The producers of key commodities were hit by a serious 
slump before the war. The output of pig iron, for instance, 
was 14.5 million tons in 1937 and only 14.9 million tons in 
1940; steel—17.7 and 18.3 million tons, respectively; rolled 
articles—13 and 13.1 million tons; cement—5.5 and 5.7 mil- 
lion tons; oil—28.5 and 31.1 million tons. The production of 
sawn timber registered only a slight increase—from 33.8 to 
34.8 million cubic metres, whereas the production of bricks 
fell from 8,700 to 7,500 million pieces, and window glass— 
from 79.3 million to 44.7 million square metres. Production of 
steam engines, automobiles, tractors and certain types of 
agricultural machines also fell. 


The problems in these industries affected the development — 
of the economy on the whole, and impeded rapid growth. 
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New methods of economic management, which curtailed 
commodity-money relations considerably, were promoted not 
only, or perhaps not so much by erroneous subjective con- 
cepts, as by the general development of objective factors. 

World War II required an unprecedented effort and the 
mobilization of all resources in the battle against Nazism. The 
total centralization of economic management, which directed 
all efforts towards a limited number of tasks, made it possible 
to recreate a powerful munitions industry in a short space of 
time. This laid down the material foundation for the victory 
of the Soviet people. However, the forms of economic man- 
agement that had been effective during the war, failed to meet 
the requirements of peace-time development, since they con- 
tinued to reproduce disproportions that were vital in wartime, 
yet fatal in times of peace (the discrepancy between develop- 
ment levels of agriculture and industry, between light and 
heavy industry, and so on). 

Instead of doing away with wartime economic manage- 
ment, instead of returning to Lenin’s economic principles 
based on commercial accounting, the very opposite was done. 
The extraordinary economic methods engendered by the war 
were given theoretical backing in Joseph Stalin’s (1879-1953) 
book, Economic Problems of Socialism in the USSR, and 
endorsed as normal. 

The main precondition that influenced the roles of all 
other value categories in the economy was Stalin’s thesis that 
“commodity turnover is incompatible with the prospect of 
transition from socialism to communism..., that the transition 
from socialism to communism and the communist principle of 
distribution in accordance with needs preclude any exchange 
of commodities and, consequently, any transformation of 
products into commodities, including their transformation 
into value’’. 

Both theory and practice were orientated towards the 
naturalization of economic relations and the direct exchange 
of products. This excluded the market, as a category of 
objective economic reality, from the sphere of economic 
regulation once and for all. The law of value in the state 
sector was henceforth regarded merely as the need for social 
book-keeping, and such categories as profitability, produc- 
tion cost, etc. as means to teach economic managers rational 
methods and discipline, and nothing more. How did these 
theories manifest themselves in practice? 

First of all, the movement of produce between state- 
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owned enterprises was no longer the result of buying and ’ 
selling; it was achieved through distribution, authorized by 
the appropriate state bodies. Production and disposal were 
separated. The role of the enterprise within the economic 
system changed: it lost much of its former independence, and 
many of its production management rights were delegated to 
central authorities. The enterprise became, essentially, a kind 
of shop in a universal factory, whose board (ministries, 
departments, etc.) had no choice but to take it upon itself to 
solve problems both great and small that faced one economic 
unit or another. The expansion of production was now taken 
out of the hands of the enterprise, the grass-roots economic 
unit, and passed over to central authorities. 

Secondly, money ceased to be a specific commodity. The 
stability of money was now guaranteed not by gold, but by 
commodity funds. In the sphere of production, its function 
was increasingly limited to that of a universal means for 
accounting and control. 

Thirdly, the prices of products within the socialist sector 
were now established without due reference to supply and 
demand, through planning, in the drive to close the gap 
between price and value. The regulatory function played by 
pricing in production was ignored; it was increasingly limited 
to accounting tasks. The level of prices itself no longer had 
any significance inside the socialist sector, since economic 
development was entirely determined by the plan. 

Fourthly, cost accounting lost the meaning that had been 
given to commercial accounting in its day. The profitability of 
a separate enterprise was now judged against that of the 
national economy, and the category of profit lost all meaning. 

Finally, when the plan was separated from the market, it 
lost the life-giving source that gave it its indices, a source 
based on the comprehension of objective processes; it also lost 
the testing site, where the feasibility and accuracy of plan 
forecasts could be checked. 

As we can see, many elements of the economic system 
became similar to those under War Communism as soon as 
the market was excluded from the sphere of economic regu- 
lation. This is clearly not accidental, since it is not quantity 
that is important here (difference in development levels of 
production forces), but quality (methodology). This leads to 
self-evident conclusions, even though the description of the 
grandiose experiments undertaken in the Soviet Union after 
the revolution has been brief. 
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One such conclusion is that the universal recognition of 
the law of value does not necessarily shape the essence of 
economic measures. If the law of value is understood mainly 
as the need for accounting and control, using money, we get 
one result. If, however, value is interpreted as the action of 
objective laws, which are characteristic of a commodity 
economy and occur on the market, the management system 
we arrive at is quite different. 

Another conclusion is that each of these systems has a 
logic of its own, leading to its own practical measures in 
keeping with the main precondition underlying the manage- 
ment system. For instance, if we proceed from the premise 
that the law of value is an accounting category, it would be 
most strange to expect any other movement of commodities 
than through fund distribution, in the resulting system. Once 
that is decided, there is no longer any need for the kind of 
money such as the chervonets, and so on. No good will come 
of trying to include a principle from either of the two systems 
into the other. One measure would result in a chain of others. 
For this reason, the practical implementation of one concept 
or the other requires a complex approach; otherwise it is 
bound to go back to square one, owing to the logic and 
influence of the elements from the opposite system. 

The third conclusion is that the successes of our economy 
are in direct proportion to the boldness and purposefulness 
with which the law of value and its objective effects are 
applied. When they were paid due heed, when they were used 
in economic management, success surely followed; but success 
invariably became less impressive when attempts were made 
to skip the stage marked by large-scale reliance on 
commodity-money relations. 
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